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More Than 50 Years of 
Fiduciary Experience in 
Massachusetts 


Every Estate and Trust in the care of this Company 
as Executor and Trustee receives the full benefits of 
well over half a century of fiduciary experience in 
this State, during which time many hundreds of 
Estates have been efficiently settled and many hun- 
dreds of Trusts satisfactorily managed. This is our 
principal business. 


Individuals and corporations requiring the services 
of an institution of this kind are cordially invited to 
correspond with the President or other officers of 
this Company. 

Charles E. Rogerson, President 
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Head Office: 7, WATER STREET, LIVERPOOL. 


Capital Paid Up and Reserves... $38,889,950 
Deposits, etc., at 30th June, 1931 ... $374,611,150 


The Bank has over 570 offices, and Agents in 
all the principal towns at home and abroad. 


All descriptions of Banking, Trustee and Foreign Exchange 
Business transacted. The Bank is prepared to act as 
Registrar for Public and Corporate Bodies. 
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Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem —a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 


volume embodies the results of his 


Why Banks Need Secondary Reserves 
hundr ed Basic Factors Underlying Bank Re- 


. serve: 
different bankers, many of whom con- Slee aad Compectiien of 0 Pelumny 
. rve 
tributed data based on their own ex- Size and Composition of a Second- 
: ary Reserve 
perience. The Investment Account of a Bank 


‘interview of some three 


BANKERS PUBLISHING —* 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 





The Publisher’s Page 


ITH this number THE Bankers MacGaZIneE cele- 
brates its eighty-fifth year of continuous publication, 
This magazine, as one of the oldest periodicals in the 
United States, feels justly proud of its long and 
honorable career and at the same time feels a very 
real obligation to continue its service to American bankers by 
making its pages increasingly valuable and interesting. A list of 
banks that were already established in 1846 appears on page 187. 


THE PUBLIC'S 
the series of 
that have shocked 
the past year is to 
a legislative rem- 
faith in legisla- 
for every ill is a 
of our political 


warning against’ 
this regard, how-' 


in this issue by 
LAUGHLIN, pres- 
Brooklyn Trust 
former Superin- 
in the State of 
Many of the pro- 
cording to Mr. 
would have the 
ing rather than 
general banking 
he believes, would 
sults exactly the 


Vice-president, 


JoszEPH Stacc LAWRENCE 


Counselors, Inc. 


Board of Industrial 


first reaction to 
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edy. America’s 
tion as a cure 
cardinal principle 
credo. A word of 
too much haste in 
ever, is sounded 
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tendent of Banks 
New York. 
posed bills, ac- 
McLaughlin, 
effect of weaken- 
strengthening the 
situation. Others, 
have led to re- 
opposite of those 


intended. “What we need at the moment,” he concludes, “is not 


more laws but more character.” 


Mr. McLaugbhlin’s article ap- 


pears on page 129. 


HAs THE INSTALMENT plan proved its soundness during the pres- 
ent economic depression? What effect has this relatively new plan 
of merchandising had upon the present business cycle? What 
lessons may be learned from the present crisis as to future policy 
with respect to instalment selling? -All of these questions are 
raised in an article entitled “The Instalment Plan and the Business 
Cycle” which James E. Morrar contributes to this issue. The 
author is professor of economics and sociology at Indiana Uni- 


[Continued on page xIv] 
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THE 
NATIONAL BANK | 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 460 well distributed offices 
eaaiena provides a complete banking service 
throughout Australia, and is well 
Chief Manager: equipped for the transaction of all 
E. H. WREFORD % E 

classes of foreign business. 


Deputy Chief Manager: 
JAMES WILSON 


Chief Inspector: 


5. }. COBORNE Authorised Capital (@ $5to£1) $50,000,000 
Capital Paid Up - - $25,000,000 
Reserve Fund - - - $16,500,000 


LONDON OFFICE: 


7 LOTHBURY,E.c.2 Total Assets March 1931 - $215,139,185 
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English, Scottish & Australian Bank, 


Limited. 
Authorized Capital . . . « + $25,000,000 
Paid-up Capital . . . . $15,000,000 
Further Liability of Shareholders . . $10,000,000 
Reserve Fund . . $15,800,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 459 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty a Company of New York. 
of Commerce. 


National City Bank. 
CHICAGO 


SAN FRANCISCO Crocker-First “Sons Bank of San Francisco. 
The Canadian Bank of Commerce. 


E. M. JANION, Manager. 
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THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - - - £4,475,000 
Reserve Liability of Proprietors 

under the Charter - - £4,500.000 


£13,475,000 
Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
. D. HEALY, Superintendent. 


uiiaians hes in Australia 


VICTORIA Victoria, Contd. NEW SO. WALES N.S. Wales, Contd. SO. AUSTRALIA 
Melbourne: Gostees Sydney: La tl west) Adelaide 

394-396 Collins St. amiiton Martin Place aitian Gladstone 

384 Elizabeth St. Horsham 97 Castlereagh St, Maitland (Bast) Kooringa 
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588 Bourke St.,W. Kingston 85 Pitt St. rcicaataaibeh vend: = al 
71 Collins St., East Koroit 555 George St.,So- Muswellbrook Nuriootpa 
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Coburg Mildura — = Newcastle West Whestess 


Collingwood Mirboo North 


Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
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Bendigo 
Bright 
Castlemaine 
Chariton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Fish Creek 
Foster 


Mooroopna 
Morwell 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI.- 


TAL TERRITORY 


Canberra 


Kogarah 


Nowra W. AUSTRALIA 


Leichhardt Orange 


Marrickvil 
Newtown 


le Parkes Sesth ~s . George’s 
Peak Hill errace 


North Sydney South Grafton 237 Murray St. 
84 Mount St. ro 
Seemeioeen ) Tamworth Albany 


Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cessnock 


Tullamore Beverley 

Wagga-Wagga Bunbury 

Wee Waa Carnamah 

Young Dowerin 
Fremantle 

QUEENSLAND Gnowangerup 

Brisbane:QueenSt. #!soorlie 


Kulin 
Fortitude Valley 
Cairns Moora 


Cootamundra Charters Towers Northam 


Corowa 
Crookwell 
Deniliquin 
Dorrigo 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlvong 
Jerilderie 
Kempsey 
Kyogle 


Wagin 


Cooyar Wickepin 


aaenes Nest 
erberton 
Hughenden TASMANIA 
Ipswich Hobart 
Kingaroy Burnie 
Longreach Deloraine 
Maryborough Devonport 
Oakey Fingal 
Richmond Latrobe 
Rockhampton Launceston 
Roma Sheffield 
Toogoolawah Stanley 
Toowoomba Ulverstone 
Townsville Wynyard 


Branches in New Zealand 


Wellington Featherston Kaitaia New Plymouth Stratford 
Ashburton Feilding Levin Newton 
Auckland Gisborne Manaia (Auckland) Taumarunui Waipukurau 
Blenheim Gore Mangonui Otaki Tauranga Wairoa 
Christchurch Hamilton Marton Paeroa Te Aroha Wanganui 
Dannevirke Hastings Masterton Palmerston Nth. Te Kuiti Waverley 
Dunedin Hawera Matamata Patea Temuka Whakatane 
Eltham Invercargill Morrinsville Raetihi Te Puke Whangarei 
Napier Rotorua Timaru 


Principal Correspondents in North America 


ene siiiaiaal UNITED STATES, Contd.: 

sect yi tage Guaranty Trust Com ° 

Canadian Bank of Commerce Dathenal city a. oer. Mew Yor 

UNITED STATES: National Bank of the Republic, Chicago 
Bank of New York & Trust Co., New York Philadelphia National Bank, Philadelphia 
Central Hanover Bk. & Tr. Ca., New York Wells Fargo Bank & Union Trust Co., 
Continental Illinois Bk. & Tr. Co., Chicago San Francisco 


Upper Hutt 
Taihape Waipawa 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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versity. Professor Moffat concludes that instalment selling “In 
its effect upon the business cycle has become a factor of major 
importance.” He believes that properly applied instalment selling 
could be made a stabilizing force but that some degree of rational 
control is necessary. Prof. Moffat’s article begins on page 133. 


“UNTIL THE CONFESSION of the treasury appeared, followed by 
apologies and explanations it seemed difficult to believe that Uncle 
Sam, in the great consort of nations the very wealthiest, should in 
time of peace come upon days when expenditures exceeded income.” 
So comments JosEPH Stace LAWRENCE in an article entitled “The 
Fiscal Spectre” which begins on page 139. Out of every $100 of 
national income $11.60 is paid to the American Government as a 
tax. This increasing rate of taxation is due, Mr. Lawrence declares, 
to an ever-widening conception of the function of government. 
Adam Smith limited the function of the state to protection of the 
citizens at home and abroad, which involved the maintenance of an 
army and navy, a diplomatic organization and a judicial system. 
This conception has been expanded bit by bit, until today the 
government has taken upon itself the duty of relieving the economic 
distress of individuals, groups and entire producing classes. Mr. 
Lawrence looks upon this tendency with alarm and believes that 
“it is the duty of every taxpayer to face this problem fearlessly and 
demand relief.” 


ALSO ALARMED by the excessive cost of government is FRANKLIN 
D. RoosEvELtT, Governor of the State of New York. A recent 
public address on this subject begins in page 149. Governor Roose- 
velt believes that the cost of government can be materially reduced 
by the elimination of waste and expensive duplication of functions. 
Too many political sub-divisions, he declares, add to the burden of 
taxes and make for extravagance. 


“THE WHOLE CASE for the fixed trust can be summed up in very 
simple language. The ownership of individual stocks involve busi- 
ness risk, flexibility of price and fluctuating income. Group hold- 
ings of common stocks over a period of time are likely to produce 
stabilized value, steadily advancing price and reasonably assured 
income.” So states W. W. Townsenp, of American Trustee 
Shares Corporation, in an article entitled “The Fixed Trust and 
the Commercial Banker” which begins on page 143. The purpose 
of Mr. Townsend’s article is to explain the fixed trust to the com- 
mercial banker and to correct certain misapprehensions which have 
previously existed. The author believes that distributors of fixed 
trust shares have been remiss in not working more closely with 
bankers in the past. 
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THE MIT SUI BANK, LTD. 


Capital Subscribed . . - « Yen 100,000,000.00 
Capital Paid-Up .... . - + Yen 60,000,000.00 
Reserve Funds .... - « «+ Yen _ 65,200,000.00 


Head Office: TOKYO, JAPAN 


(No. 1 Suruga-cho, Nihonbashi-ku) 
President 
G. MITSUI, Esq. 
Managing Directors 
S. IKEDA, Esq. N. KIKUMOTO, Esq. H. KAMESHIMA, Esq. 
R. IMAI, Esq. J. KENJOH, Esq. 


New York Agency, 61 Broadway, New York City 
Home Branches: 

Fukuoka, Hiroshima, Kobe, Kyoto, Marurouchi (Tokyo), Moji, 
Nagasaki, Nagoya (2), Nihonbashi (Tokyo), Osaka (5), Otaru, 
Shimonoseki, Wakamatsu (Kyushu), Yokohama 
Foreign Branches: 

Bombay London New York Shanghai Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 
Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mstilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo. Cavalla, Carditza, Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 


The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, ¥.¥. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA. 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 


SiON 


: 
L 


HANA 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL ___. £4,000,000 
RESERVE FUND... £3350 000 |0zether £5, AE ASS 
CURRENCY RESERVE £1,500,000 
RESERVE LIABILITY of Proprietors.............................£8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 25; 
Queensland, 18; Tasmania, 3; New Zealand, 48. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 





BANK oF NEW SOUTH WALES 


"ue Ymaigamated THE WESTERN AUSTRALIAN BANK 


AUSTRALIA 


Paid-up Capital $37,500,000 
Reserve Fund x 30,750,000 
Reserve Liability et 

of Proprietors Prd 37,500,000 


$105,750,000 


Aggregate Assets, 30th Sept., 1930, $446,141,890 
General Manager, ALFRED CHARLES DAVIDSON 
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ANBERRA (2) 
og (PED. Tennitony) 


AUSTRALIA ELBOURNE 
Population, 6,429,207; area, 2,974,581 aunceston 
sq. miles; sheep, 106,117,278; cattle TASMANIA 
11,300,757; horses, 1,942,753; imports, 3 BRANCHES 
$635,671,345; exports, $622,242,745. HOBART 


Annual Value of Australia’s Products 
Agricultural $447,199,155 
Pastoral 552,716,950 
Dairying 253,304,830 e 
Mining 98,995,135 
Manufacturing 2,102, 226,440 ® Auckland | 


"$3, 454,442,510 e 


Head Office— George St., Sydney London Office—29 Threadneedle St., E. C. 2 
597 BRANCHES AND AGENCIES 


In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Goinea and Londen 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 
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Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


| Agents and Correspondents throughout the World 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1931 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and due 
from Banks and Bankers $ 368,242,525.51 


U. S. Government Bonds and Certificates ... 313,444,776.29 
Public Securities 68,357,564.44 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities 48,236,634.10 
Loans and Bills Purchased 911,945,373.34 
Real Estate Bonds and Mortgages 2,194,317.39 
Items in Transit with Foreign Branches 2,854,471.21 
Credits Granted on Acceptances 117,787,803.27 
Bank Buildings 14,668,077.29 
Accrued Interest and Accounts Receivable 7,584,998.23 


$1,863,116,541.07 


LIABILITIES 


Capital : $ 90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits cee.  38,426,966.48 
$ 298,426,966.48 
Outstanding Foreign Bills 291,808.00 


Accrued Interest, Miscellaneous Accounts Payable, 
SE TT I Foose cscs sevevnscivcesensnenconas inns ' 8,594,041.22 


Agreements to Repurchase Securities Sold ............ 4,615,072.00 
Acceptances 117,787,803.27 
Liability as Endorser on sihnitaniaas and Foreign 

DIE: 80,665,916.60 
Deposits .. ; . $1,288,048,551. 21 
Outstanding Checks . 64,686,382.29 1,352,734,933.50 


$1,863, 116,541.07 
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At Eighty-Five 
q 


The fires that glow in ’31 
Are bright as those of '46 
And light a journey just begun 

Toward the fatal Styx. 


With eyes undimmed and step of youth 
We keep along the upward way 
And hold aloft the flag of truth 


To greet the coming day. 


Old friends have gone; but new ones fill 
Their places as the years go by, 
And memory holds the absent still 
By many a tender tie. 


Farewell the old, hail to the new! 
And should we live a thousand years, 
Sustained by hearts so kind and true, 
Weill still smile through our tears. 
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OUR EIGHTY-FIFTH 
ANNIVERSARY 


has existed continuously for a 

period of eighty-five years must 
be attributed chiefly to the co-operation 
the publication has received from the 
bankers of the United States and other 
countries. It would be false modesty 
not to ascribe partia: credit for this 
longevity to the character of the pub- 
lication itself. For a periodical could 
hardly have lived thus long and pros- 
perously without intrinsic merit. 

Could one be transported to 1846, 
when the first issue of THE BANKERS 
MaGaZINE made its appearance, 
lamentations over “the good old days” 
would lose much of their point. For 
the world of that day was quite dif- 
ferent from that of today. One need 
not be able to remember back that far 
to realize this. Most of the modern 
inventions which add so much to the 
conveniences of life are of more recent 
origin—they are, in fact, within the 
memory of most of those now living. 
This 1s especially true of the improved 
methods of manufacturing and com- 
munication. These improvements have, 
without doubt, enlarged the _possibili- 
ties of human comfort and happiness, 
though we have not yet found out 
exactly how, in all cases, to adapt our 
lives to these startling changes. This 
we shall do in time. 

In territory, population and wealth 
this country has grown amazingly since 
1846. The multiplication of banks 
and the tremendous growth in their 
capital, resources and deposits are strik- 
ing evidences of the country’s expan- 
sion. 

Since THE BANKERS MAGAZINE was 
founded it has witnessed numerous 
financial and eccnomic crises. The 
publication has survived them all. Per- 
haps in this long period no crisis has 
been so severe as the one through 
which the country is now passing. But 
we should not forget that the banks, 
mercantile and manufacturing estab- 
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lishments are much stronger than they 
were in previous periods of depression, 
and therefore better able to stand the 
greater shock. The fact that the sun 
of prosperity has invariably broken 
through the clouds of all past depres 
sions is a sure warrant for believing 
that this experience will be repeated. 

At a time like this retrospection 
might properly be indulged in, but THE 
BANKERS MaGAZINE prefers to look 
forward rather than backward. There 
is fine work ahead in this country 
and elsewhere. Let us put our minds 
and hands to these tasks. 

THE BANKERS MAGAZINE gratefully 
acknowledges its obligations to its many 
subscribers throughout the world, look- 
ing hopefully forward to its centennial 
fifteen years from now. 


A FAVORABLE TURN 


HE beginning of June apparently 
marked the most serious point yet 


reached in the severe crisis through 


which the world has been passing for 


some two years. It would be difficult to 
exaggerate the state of apprehension and 
gloom prevailing at the beginning of the 
month mentioned. Something like a 
complete financial collapse in some of 
the European countries was imminent, 
with political consequences of the most 
appalling character. But suddenly it 
was announced that the Bank of Eng: 
land had decided to come to the relief 
of Austria. Then followed President 
Hoover’s proposal for a year’s holiday 
on inter-governmental debts and repara- 
tions, and the announcement by leading 
central banks of a large loan to Ger- 
many, and the statement by Prime Min- 
ister MacDonald, that Great Britain 
would intervene to prevent default on 
India’s indebtedness. The Common- 
wealth of Australia shipped gold to Lon- 
don to meet its maturing interest, and 
tentative plans were launched for ex: 
tending aid to several of the Latin: 
American countries. 

All these steps, particularly the pro- 
posal of President Hoover, are construc’ 
tive measures, and their great significance 
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consists in the fact that they represent a 
determination of the great nnancial in- 
terests to co-operate in preventing, so 
far as may be practicable, the spread ot 
further distrust. ‘Lhus we are at ast be- 
ginning to witness a return ot confidence 
—soucthi.g indispensable to world re- 
covery. ‘This turn of affairs has been 
reflected in a rise in the prices of se- 
curities in London and New York. There 
are also some other tavorable indications: 
prices show some tendency to rise; com- 
mercial failures in the United States are 
declining. 

All these fortunate changes do not 
afford ground for declaring that “pros- 
perity” has returned, but they do show 
a disposition of the nations to work to- 
gether in preventing what many had be- 
gun to fear—disaster of the first magni- 
tude. Now that this fear has been al- 
layed, if not altogether removed, the 
world can take courage to go forward 
with hopefulness in devising and putting 
into effect further and more positive con- 
structive measures essential to the de- 


velopment of the healing process. 

This country has been much criticized, 
and not entirely with justice, for its un- 
willingness to co-operate in helping other 


countries. The Dawes and Young plans 
and President Hoover's proposal are only 
some of the major contributions we have 
assisted in bringing forth for the world’s 
benefit. That the American people will 
sustain the President in his effort further 
to assist a stricken world seems assured. 


NOT OUT OF THE WOODS YET 


EJOICING over the acceptance of 
R President Hoover’s debt and rep- 
arations holiday, for which abun- 

dant cause exists, should not obscure the 
fact that this breathing spell does not of 
itself assure economic recuperation. 
Much remains to be done before the 
damage of the past can be repaired. 
But for this an opportunity is now of- 
fered, and this is of supreme importance. 
Looked at from a coldly critical stand- 
point, the granting of a year’s mora- 
torium to your debtor is not a matter 
calling for a great outburst of hilarity on 
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the part of the creditors. But when the 
alternative to the debt and reparations 
holiday was a complete collapse of your 
debtor—and it is no exaggeration to say 
that such a catastrophe was imminent— 
it becomes apparent that this coldly 
critical attitude would not meet the situa- 
tion. To postpone these payments may 
not be looked oa in an altruistic light, 
but may be considered from a common- 
sense viewpoint, as representing some- 
thing not only desirable but as a stern 
necessity. 

With the pressure on Germany light- 
ened for twelve months that country 
may be able to get on a much sounder 
basis than has existed for some time. 
But the concessions made to Germany 
are at the immediate expense of other 
countries, some of which are in none too 
gcod a position to bear the sacrifice these 
concessions carry with them. Of this 
fact Germany may well take note, and 
use the opportunity offered her by the 
moratorium in exerting herself to the ut- 
most in preparing to mect future obliga- 
tions. 

The world depression and the fall in 
prices have rendered Germany’s burden 
heavier than it was at the time the Young 
Plan was put in force. And it may be 
expected that, unless the general situa- 
tion improves, and to a considerable ex- 
tent, Germany will make a further move 
looking to a substantial diminution of 
the sum finally to be paid on reparations 
account. Should this happen, as now 
seems most likely, the real issue in this 
matter remains to be met. But the 
moratorium gives time for an improve- 
ment in the general situation in 
trade, which now seems under way, and 
will also offer an opportunity for con- 
sidering the whole problem under less 
pressure than has been experienced of 
late. 

President Hoover in his proposal for 
a debt and reparations holiday declared 
that “reparations is necessarily wholly a 
European problem with which we have 
no relation.” But surely we require no 
further demonstration of our relation to 
the reparations problem than is afforded 
by the President’s proposal itself. Rep- 
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arations payments stop, and auto- 
matically the payment of debts to this 
country stop at the same time. We must 
face the fact that if finally Germany 
cannot meet reparations payments we 
shall not receive all the sums owed us 
by countries now depending upon rep- 
arations receipts to meet their indebted- 
ness to this country. For us to insist on 
collecting what is due us, should repara- 
tion payments fail, would be to impose 
hardships upon some of our debtors ex- 
ceedingly difficult for them to bear. 

The whole reparations and _inter- 
governmental debt problem remains in 
the air. We are not yet out of the 
woods. 


CAUTION IN MAKING PUBLIC 
EXPENDITURES 


ESE are times when individuals, 
faced with diminished incomes, are 
compelled to make reductions in 
their expenditures accordingly. Al- 
though governments possessing the tax- 
ing power are seemingly exempt from 
this necessity, it must be recognized that 
there is a limit beyond which this taxing 
power cannot be safely extended. The 
revenues of governments are derived 
from levies on the profits of production 
and trade. As these profits decline the 
sums obtainable from them must corre- 
spondingly fall off. We are now in a 
prolonged period of shrinking profits, and 
should face the duty which this situation 
carries with it. That duty is to keep 
public expenditure down to the lowest 
possible limit consistent with the neces- 
sary functioning of government. 

This duty is either not being recog- 
nized or is being disregarded. At its 
last session Congress was in an extremely 
generous mood. It flung money away 
with reckless prodigality. Already there 
are schemes afoot for appropriations by 
the next Congress that will far eclipse 
the prodigality of the last one. These 
schemes should be carefully watched. 

With a deficit of over $900,000,000 
in the last fiscal year, and an increase of 
$600,000 000 in the public debt, this is 
no time for huge outlays on schemes of 


questionable public benefit. Rather is it 
a time when every proposal for fresh 
public expenditure should be rigidly 
scrutinized, and all appropriations kept 
within prudent limits. This course is 
indicated by the certainty of a continued 
decline in the revenues for the current 
fiscal year. Business recovery is not 
likely to be sufficient between now and 
June 30, 1932, to show improvement in 
the amount of Federal revenues. Be- 
sides, we are to lose a large sum on ac- 
count of the debt holiday. All the fac- 
tors in the situation point to the neces- 
sity for the practice of stern economy in 
public expenditures. 

In recent years the outlays by local 
governments have grown at an astonish- 
ing rate—much faster than the increase 
in wealth and population. Governor 
Roosevelt of New York, in a recent 
public address, pointed this out quite 
strikingly. He said: 


“In 1890 local government in the en- 
tire nation cost $487,000,000. In 1927, 
the last year for which complete figures 
are available, the government of lesser 
units within states cost $6,454,000,000. 
It increased from a per capita of $7.73 
in 1890 to $54.41 in 1927.” 


Bankers as conservators of wealth have 
a special interest in taxation. From 
their relation to finance they are in an 
advantageous situation to render a great 
public service in helping to stay the 
swelling tide of public expenditure. 


A TARIFF HOLIDAY 


OW that we are to have a holi- 
N day with respect to reparations 

and governmental debts, the pos 
sibility of another holiday comes to mind. 
It relates to the tariff. In some quarters 
the high tariff rates are held responsible 
for prolonging the existing depression. 
Whether this view is correct or not, 
there is no doubt that tariff barriers 
hinder the flow of goods between various 
countries. They also add much to the 
difficulties of some countries in meeting 
their obligations to the outside world. 
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This is especially true where these obliga- 
tions are not those arising in the ordi- 
nary course of international trade, or of 
capital borrowed for productive pur- 
poses. Loans of either of these descrip- 
tions provide the means of liquidation 
in a shorter or longer period. But much 
of the indebtedness now existing is of a 
different kind. It represents war in- 
demnity. Whether this indemnity is 
just or otherwise does not make its pay- 
ment easier. 

There is such a disparity in the vol- 
ume of foreign trade to domestic produc- 
tion and trade in various countries that 
it is a practical impossibility to get na- 
tions to consent to a free exchange of 
goods and commodities. Of this the 
United States furnishes a striking ex- 
ample. Our foreign trade is negligible 
in volume and value compared to domes- 
tic production and exchange. It is, of 


course, recognized that the real impor- 
tance of our foreign trade is far greater 
than its relative insignificance from a 
percentage standpoint would seem to in- 


dicate. We very much need the foreign 
trade we have and as much more as may 
be fairly obtained. Nevertheless, it is a 
practical question whether we could af- 
ford to open our markets freely to for- 
eign goods. What we should surrender 
of our home market might not be com- 
pensated for by the gain in our exports. 
Thus we might benefit other countries at 
too great an expense to ourselves. This 
is not merely a selfish view, but it is 
looking at the matter from a practical 
standpoint. Other nations may be in a 
different situation, and they might gain 
by a free trade policy where we should 
lose by it. 

In the long run it may be expected 
that nations in shaping their economic 
policies will be guided by self-interest. 
Whether all nations, including the 
United States, are showing an enlight- 
ened self-interest at the present time, is 
something entirely different. 

Probably a general tariff holiday is an 
unrealizable dream. But just to see its 
effects—what theories it might sustain 
or shatter—one could well wish to have 
the opportunity of observing the experi- 


127 


ment. To do so it will perhaps be neces- 
sary to take an airship bound for 
Erewhon. 


HOW TO MAKE OUR BANKS 
SAFER AND MORE PROFITABLE 


represents an aim to be constantly 

kept in mind, though like many 
other laudable aims its attainment is by 
no means easy. In discussing the subject 
at the present time no attempt will be 
made to offer a solution of the problem. 
That is, primarily, the duty of bankers 
themselves and of those charged with en- 
acting laws relating to the conduct of 
banking and the administration of such 
laws. Still, it may be instructive to make 
a survey of the difficulties confronting 
the banks and how it is proposed to 
meet them. 

At the outset it may be said that 
neither the banking systems nor our 
bankers are to be too severely censured. 
Perhaps in no country in the world are 
there so many laws relating to the or- 
ganization and operation of banking as 
we have here in the United States. If 
legislation could assure good banking, 
our banks should be the best in the 
world—an honorable distinction to which 
they can hardly lay claim. While Amer- 
ican bankers are not the most skillful to 
be found anywhere, considering all the 
conditions under which they  func- 
tion, they are a pretty capable lot 
after all. True enough, a_ good 
many are incompetent, some are reck- 
less, and a few are dishonest. Mak- 
ing due allowances, and bearing in mind 
how many banks we have, operating over 
a wide extent of territory and under 
diverse conditions, they have made a 
creditable record when we take into con- 
sideration our banking history over a 
long period of years. Lately, they have 
not done so well. But this cannot be 
ascribed chiefly to any falling off in the 
character of our bankers, in the lack of 
legislation. nor to laxity in the super- 
vision of banking. The maior difficulty 
has been the severe depression in ageri- 
culture and in business generally. No 


Se and more profitable banking 





128 


doubt abuses have developed, to. be cor- 
rected by legisiation or otherwise. But 
the fact remains that many of our banks 
were fair-weather craft. They were not 
built and manaed to withstand the fury 
of a tempest. 

The making of our banks safer and 
more profitable is a matter of deep con- 
cern to the public as well as to the banks. 
With the return of better business condi- 
tions the banks will have an easier time. 
Meanwhile attention may be given to 
some of the difficulties developed in re- 
cent years and how it is proposed to 
meet them. 

Low rates for money, undue interest 
on deposits, ornamental services, un- 
profitable accounts, heavy taxes and op- 
eration costs, excessive competition, bond 
depreciation—these are a few of the 
problems troubling the banks today. 

It will be seen that the remedy for 
some of these difficulties lies with the 
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banks themselves. They need not pay 


‘an unwarranted rate for deposits, they 


can cut off ornamental services, can 
make a charge on unprofitable accounts 
or get rid of them entirely. To correct 
some of the other tendencies is less easy 
and in some cases impossible. 

Greater safety of banking lies first in 
improvement in management. To bring 
this about is a slow process. There are 
proposals looking to greater care in the 
selection of the supervising officers of 
banks, for bringing all banks under 
something like clearing-house inspection. 
Then there are proposals for branch 
banking, and for an increase in the mini- 
mum capital, and for limiting deposit 
liabilities to some fixed proportion of 
capital. From all this experience and 
these suggestions something of real bene- 
fit to the banks may be expected to 
emerge. 


This etching shows the Merchants Coffee House as it appeared in 1784, where 
the Bank of New York, now the Bank of New York and Trust Company, had 
its beginning. 





Banking Legislation 


Bankers Should be Prepared to Resist a Wave of Unwise Legis- 
lative Proposals During the Coming Year 


By GrorcE V. McLAUGHLIN 
President, Brooklyn Trust Company 


the past year has witnessed the most 

widespread disturbances in banking 
which have occurred in a generation. In 
the year 1930, out of our some 23,000 
banks, 1345, or more than 5 per cent., 
were forced to close their doors, either 
permanently or temporarily; deposits 
amounting to $864,000,000, or about 
one and six-tenths per cent. of the na- 
tion’s total, were frozen by these suspen- 
sions, and untold distress to more than 
a million people was the result. The 
disturbances were nation-wide in extent. 
Whereas, in the New York Federal 
Reserve district, only 11 banks closed 
their doors, aggregate deposits involved 
were $187,000,000, against 358 banks 
with aggregate deposits of $182,000,000 
in the St. Louis district. 

In New York the first reaction to 
these developments was not unlike first 
reactions to many other situations. Some- 
one said, “There ought to be a law 
against it,” and a large section of the 
public apparently agreed. The result 
was a flood of proposed legislation de- 
signed to prevent banking difficulties— 
drafted in great haste without allowing 
time for competent persons to determine 
whether the suggested laws would do 
more harm than good. Nor did this 
situation exist in the Empire State alone. 
I have been told that lawmakers of sev- 
eral states of the Union have brought 
forth laws similar to many of the forty- 
eight bills introduced in the New York 
State Legislature at the 1931 session but 
not passed by that body. 

A few of those bills met with the 
approval of the legislation committee of 
the Trust Companies Association of the 
State of New York, but they were of 
minor importance. In general, it can be 


I: is not pleasant to contemplate that 


said of the major bills that their effect 
would have been to weaken, rather than 
to strengthen, the general banking situa- 
tion in the state, had they been passed. 
Some were designed to grant specific 
powers to the Superintendent of Banks 
which he already enjoys under existing 
laws if he cares to exercise them. Others 
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were positively dangerous to the rights 
of the public as well as those of the 
bankers. Others, in the opinion of com: 
petent authorities, would have led to 
results exactly the opposite of those in- 
tended. Still others would have required 
a mass of detail work on the part of 
banks which probably would have accom- 
plished no good. Many were full of 
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loopholes which would have invited 
evasion. 

A closer examination of what has 
been proposed in New York State may 
be interesting to bankers elsewhere, in 
that it is at least a straw in the prevail- 
ing wind of banking legislation. Whether 
the direction of this “wind” may change 
abruptly is anyone’s guess, but it be- 
hooves us to keep ourselves informed on 
current developments in order that we 
may be prepared to meet such emergen- 
cies as may arise. 


SOME LEGISLATIVE PROPOSALS IN 
NEW YORK 


One of the most radical of the pro- 
posed laws would have made it possible 
for the Superintendent of Banks to force 
a merger or sale of assets of a bank or 
trust company without the approval of 
a two-thirds vote of the stockholders. 
The bill, if it had become a law, would 
have become operative only where the 
Superintendent of Banks had declared 
one of the institutions in an unsafe con- 
dition. Bearing this in mind, it is doubt- 
ful whether a well-managed banking 
institution in sound condition would 
take over the affairs of another institu- 
tion declared to be unsound. 

The stockholders of the receiving bank 
would naturally object to the assumption 
of such a burden. It is plain that it 
would have a tendency to upset the 
confidence of the depositors of the 
merged institution, for it would be no- 
tice to the depositing public that it had 
weakened its condition through the 
assumption of the liabilities of a bank 
declared by the Superintendent to be 
unsafe. It would also have the effect 
of creating in the public mind, on the 
announcement of bank mergers, the idea 
that one or both of the institutions were 
in unsound condition and that the 
merger was forced instead of voluntary. 

Another proposal was to require the 
segregation of special interest or so-called 
“thrift” deposits in commercial banks 
and the investment thereof in such secur- 
ities as are legal for investment of mu- 
tual savings bank funds. If such was 
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made mandatory, it would mean that 
seventy per cent. of the funds repre- 
sented by special interest deposits might 
be invested in real estate first mortgages 
and the balance in long-term bonds. 
Although real estate mortgages of the 
prescribed grade are a sound investment, 
they are not readily salable and neither 
are they eligible for rediscount at Fed- 
eral Reserve banks, hence they would 
be of little value in obtaining cash to 
meet demands of depositors. It is super- 
fluous to point out that losses can be 
taken just as easily in bonds and mort- 
gages as in secured or non-collateral 
loans, or that, in time of economic dislo- 
cation, long-term bonds are affected to 
a much greater degree than short-term 
issues of comparable grade. Further- 
more, if a large portion of a commercial 
bank’s funds were required to be tied 
up in real estate obligations and long: 
term securities, the community would 
suffer from lack of short-term credit— 
the supplying of which is the commercial 
bank’s primary function. 


POWER TO REMOVE BANK OFFICERS 


It was proposed that the superinten- 
dent be given power to remove any bank 
officer or director who failed to comply 
with an order of the Banking Depart- 


ment. This now can be done indirectly, 
and the point was made that if an officer 
or director of a bank had been removed 
by the superintendent and the fact be- 
came generally known, it might easily 
prejudice the bank in the eyes of the 
depositors. ; 
It was sought to place stringent restric 
tions around loans to afhliated corpora: 
tions, although the Superintendent now 
has authority to order elimination of all 
such loans if he sees fit. Bank officers 
were to have been prohibited from hold: 
ing offices in companies engaged in the 
sale of securities, but it is quite evident 
that this could be evaded by the use of 
dummies. Le 
Another proposal was to prohibit 
banks from buying convertible bonds at 
all and to restrict trust companies put’ 
chases of such securities to 25 per cent. 
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of capital and surplus. There are con- 
vertible bonds of varying grades, just as 
there are loans of varying grades, and 
such a law would have deprived banking 
institutions of a number of choice invest- 
ments, many of which are particularly 
desirable at the present time owing to 
the scarcity of sound and liquid loans. 
Still other proposals would substitute 
appraisers designated by the banking 
department for those employed by the 
individual banks in the making of mort- 
gages; would make municipalities pre- 
ferred creditors in bank liquidation, to 
the detriment of the general depositing 
public; would require that directors or 
trustees of banking institutions examine 
and approve all loans or investments 
amounting to more than one-tenth of 
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The figures previously cited, although 
distressing to contemplate, nevertheless 
carry the inference that only a few of 
us need legislative safeguards. By and 
large, we are able to keep our house 
clean. In New York State I have it on 
good authority that only one per cent. 
of the banks need supervision at all. 
Shall the 99 per cent. be penalized for 
the errors of the one per cent? If we 
relax our vigil, that will certainly happen. 

There are, however, some suggestions 
which may be of advantage. If we are 
going to have state supervision of banks, 
we ought not to expect the supervisors 
to achieve the impossible. We should 
not deprive them of adequate staffs and 
appropriations and then criticize them 


“Tf we are going to have state supervision of banks, we ought 
not to expect the supervisors to achieve the impossible. We should 
not deprive them of adequate staffs and appropriations and then 


criticize them when undesirable situations arise. 


We should pay 


our banking supervisors salaries commensurate with those which 
competent men earn as bank officers and we should provide them 
with all the personnel they require. We should remove supervisors 
from political influences so that their hands will be free to restrain 
the sanction of bank charters to those not qualified to receive them.” 


one per cent. of capital and surplus; 
would require that a record of attendance 
of directors at meetings be prepared 
and sent to all stockholders, and would 
require monthly reports to the banking 
department. 

I could continue indefinitely ‘with 
comment on these and other suggestions 
which have been advanced with a view 
of improving bank legislation in’ my 
home state, but I believe that those men- 
tioned are a fair sample of what is in 
the minds of those who think that laws 
are a substitute for good banking. If 
they are a criterion of what may be 
expected in other states or at Washing- 
ton, | submit that it is a matter of con- 
cern to all of us and that we should see 
that we do not legislate in haste and 
repent at leisure. 


when undesirable situations arise. We 
should pay our banking supervisors sal- 
aries commensurate with those which 
competent men earn as bank officers and 
we should provide them with all the 
personnel they require. We _ should 
remove supervisors from political influ- 
ences so that their hands will be free to 
restrain the sanction of bank charters 
to those not qualified to receive them. 
Then, and then only will we be justified 
in calling the regulatory officials to 
account for what may appear at first 
blush to be negligence. 

In brief, I feel that it is safe to say 
that we should proceed slowly and care- 
fully on the precarious path of bank 
legislation; what we need at the moment 
is not more laws but more character. 
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The financial district of Cleveland, Ohio, one of a series of etchings by Anton Schutz. 





The Instalment Plan and 
the Business Cycle 


By JAMEs E. MoFFaTt 


Professor of Economics and Sociology, Indiana University 


acid test of business practice. This 

being the case, it seems in order 
at this time to raise some further ques- 
tions regarding the instalment plan. Some 
years ago the writer discussed the then 
rapidly spreading practice of instalment 
selling, and suggested that the real diff- 
culties would become evident in a time 
of business depression.* At that time, 
however, the instalment plan was bring- 
ing the desired results in the way of in- 
creased volume of sales, and warnings of 
future trouble received scant attention. 
Now we are passing through the first 
major depression that has occurred since 
the great development of the instalment 
business, and in the light of this experi- 
ence we may be able to recognize certain 
past mistakes, as well as possibilities in 
the way of future improvement. 

As to the enormous increase in instal- 
ment business during recent years, the 
facts are too well known to require de- 
tailed or statistical presentation here. 
Neither shall we at this time re-examine 
the stock arguments for and against the 
instalment plan. Some of these are ob- 
viously controversial and difficult of 
,proof, and many are really criticisms of 
the abuse of the plan rather than of the 
plan itself. In general it may be ob- 
served that most of the arguments in 
favor of the plan have been developed 
from the point of view of the producer, 
while criticisms have tended to stress the 
interests of the buyer or consumer. Per- 
haps this explains why so few satisfac- 
tory or convincing conclusions have been 
reached. 

In this article we shall consider cer- 
tain questions that are of special interest 
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\ BUSINESS depression is always an 
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in the present stage of the business cycle. 
To be specific, has the instalment plan 
stood the test during the recent months 
of crisis and depression? Has the de- 
pression been moderated or aggravated 
by the growth, during recent years, of 
instalment business? Does the instal- 
ment plan at the present time constitute 
a help or a hindrance in the way of busi- 
ness recovery? If our experience with 
instalment selling has not been altogether 
satisfactory, wherein lies the explana- 
tion? 


HAS INSTALMENT SELLING PROVED ITS 
SOUNDNESS? 


Brief reference should be made to one 
argument that has had wide circulation 
during the present depression. It is to 
the effect that the instalment plan has 
proved its soundness, because the finance 
companies are not reporting serious 
losses. This claim, however, is far from 
carrying conviction. The fact that the 
finance companies are able to make col- 
lections proves nothing more than that 
their debtors are managing, for the most 
part, to meet their obligations. Further- 
more, this is not surprising, as a debt to 
a finance company is one in which de- 
fault involves a heavy penalty. Other 
payments may be adjusted or postponed 
with less serious consequences. There 
is also the fact that the longer a 
debtor continues to meet his pay- 
ments to a finance company the 
greater will be his loss if he defaults, and 
this provides a growing incentive to keep 
on paying. This is not intended as a 
criticism of the finance company. It is 
obvious that the nature of the business 
demands an agreement that will render 
default extremely costly to the debtor. 
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This is necessary because of the risks as- 
sumed—risks which in many cases would 
not be readily accepted by the average 
banker. By and large the limited total 
of repossessions reported by finance com- 
panies merely proves that these com- 
panies have developed an efficient tech- 
nique in the matter of encouraging or 
forcing the debtor to meet his obliga- 
tions. As regards the wisdom of the 
purchases, or the ultimate effect upon 
producer, dealer, or consumer, it proves 
nothing. 

A more recent line of defense has been 
attempted in order to give the instalment 
plan a clean bill of health. It is claimed 
that the instalment debts contracted dur- 
ing the prosperity period of the present 
cycle had been paid before the depres- 
sion reached anything like its lowest 
levels. This being the case—so the argu- 
ment runs—the cause of our present 
plight cannot possibly be associated with 
the expansion of the instalment business. 
This conclusion, however, will scarcely 
bear close examination. The obvious 


fallacy lies in assuming that causes and 
effects, within the business cycle, must 


coincide in time. As a matter of fact 
the foundations for a period of prosper- 
ity are being laid months before the ef- 
fects appear on the surface. In the same 
way a business depression represents a 
long drawn out result of causal factors 
that have been at work during the 
earlier stages of the cycle. In the pres- 
ent instance business and industry are 
undoubtedly suffering because too much 
of the income received in 1930 was 
utilized, not in buying new goods, but 
in paying for past instalment purchases. 

As for the consumer it is of course 
dificult to prove the case one way or 
another. If the purchase be justifiable, 
the instalment plan of payment may 
offer little ground for objection. If buy- 
ing be unwise or unnecessary, the same 
plan will simply add to the difficulties. 
But even if all instalment buying be con- 
servative it is obvious that the same earn- 
ings cannot pay for past and present 
purchases. On the whole the effect upon 
the consumer will vary according to the 
circumstances of the particular case. The 
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effect upon business tends to be more 
definite. Unless instalment selling is 
properly planned, it will be found that 
in a time of depression a large part of 
the shrunken incomes will be lost to 
current business because they are being 
used to continue instalment contracts 
originated during the preceding period 
of prosperity. 

When we consider the effects of the 
present depression upon the various in- 
dustries we find marked differences. This 
is nothing new in itself, but a word may 
be in order regarding the causes of these 
differences. Doubtless there are several 
factors more or less responsible, but we 
are here concerned with the possible in- 
fluence of the instalment plan. With 
this in mind we may classify the different 
industries into three groups: those that 
are seriously depressed, those that are in 
a mid-way position, and those that have 
continued to enjoy satisfactory business. 
The last group has come to be referred 
to as the “depression-proof industries.” 

In the first class there are several in 
dustries facing special problems. The 
plight of the railroads is easily explained 
by the fact that when business is poor 
freight tonnage shows drastic declines. 
At present an additional disturbing ele- 
ment is found in the effect of motor com- 
petition upon both freight and passenger 
traffic. In the oil business the trouble is 
found in the technical conditions within 
the industry itself, these conditions lead- 
ing to overproduction and price cutting. 
Agriculture and the rubber and copper 
industries exemplify lack of control and 
overproduction, with consequent disas~ 
trous collapse in prices. In these cases 
the instalment plan has had little sig: 
nificance, if any; so we can omit them 
from further consideration. Turning to 
the remaining industries in this group we 
find the automobile industry. the radio 
industry, the furniture industry. the 
manufacturers of electrical household av- 
pliances, real estate and securities.* We 


*Attention is called to the use of the de’ 
ferred payment plan by investment houses. 
Even marginal trading, while quite different 
in many respects, has nevertheless much in 
common with the instalment plan. 
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could easily add to the list, but the cases 
mentioned will suffice to show the 
variety. It is significant, however, that 
each industry named represents the ex- 
tensive use of the instalment plan in sales 
distribution. 

In the middle group of industries we 
find no conclusive evidence on the point 
in question. In other words, we find 
that in this middle ground the instal- 
ment plan is not conspicuous by either 
its presence or its absence. Hence we 
may pass on to the next group without 
further discussion. 

Certain industries in the third group 
have attracted special attention during 
the current depression. ‘These indus- 
tries have shown remarkable ability to 
follow the even tenor of their way while 


ate consumption, the instalment plan 
has little attraction for either buyer or 
seller. 

We recognize the fact that the fore- 
going does not prove that the instalment 
plan is good or bad, sound or unsound. 
It does, however, reveal a relationship 
that should be made the subject of 
further investigation and research. It 
also suggests that whatever may be the 
merits of instalment selling, if it is 
carried to excess the results may be as 
serious to the producer as to the con- 
sumer. 


EFFECT ON THE BUSINESS CYCLE 


Let us now consider the general effect 
of instalment selling upon the course of 


“Brief reference should be made to one argument that has had 


wide circulation during the present depression. 


It is to the effect 


that the instalment plan has proved its soundness, because the 


finance companies are not reporting serious losses. 


This claim, 


however, is far from carrying conviction. The fact that the finance 
companies are able to make collections proves nothing more than 
that their debtors are managing, for the most part, to meet their 
obligations.” ; 


conditions in other lines were rapidly 
changing from bad to worse. Examples 
are found in the can, tobacco, food, 
drug, and telephone industries, and in 
the field of electric power and light., 
These industries have not all shown the 
same degree of resistance, but their show- 
ing in general has been so much better 
than the average that a separate classi- 
fication is justified. Obviously these in- 
dustries have enjoyed certain peculiar 
advantages, such as relatively inelastic 
demand for their products or services, 
with consequent stability of business 
volume and income. At the same time 
it is highly significant that in this favored 
group instalment selling as a sales device 
is practically out of the picture. This 
is what we might expect, because where 
we have inelastic demand and little ten- 
dency or desire to buy ahead of immedi- 


4 


the business cycle. We believe that its 
importance during the present cycle has 
been greatly underestimated. We also 
feel that the weight of evidence goes to 
disprove the theory that instalment sell- 
ing tends to serve as a business stabilizer. 
It has been maintained that when cash 
business falls off the instalment plan will 
make available additional purchasing 
power and thus keep business on an even 
keel through a period of difficulty. 
Needless to say this view has been widely 
stressed and quite generally accepted. 
It is interesting to note that this 
theory is always stated in terms of the 
introduction of the instalment plan as 
an additional sales device. Obviously 
this loses its meaning as soon as the in- 
stalment plan has been regularly estab- 
lished. In other words, when the instal- 
ment plan is in continuous use the pur- 
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chases based upon future income tend 
to be offset by the fact that part of the 
present income, which would otherwise 
be available for cash purchases, is now 
needed to meet instalment payments on 
goods already bought. 

In the second place, there is a fallacy 
in the idea that the instalment plan 
makes available additional purchasing 
power. It is true that it may have such 
a temporary effect, but by and large 
any plan of buying has definite limita- 
tions. Future income is exactly the 
same as present income in the sense that 
it can be spent only once. Other things 
being equal, the most that the instalment 
plan can do is to change the time of ex- 
penditure. 

The third objection lies in the fact 
that the theory is completely out of line 
with actual experience. The instalment 
plan in actual use does not function as 
a regulating device. If this were true 
instalment sales and other sales would 
vary inversely. As a matter of fact they 
vary directly, which throws the whole 
theory out of court. 

The reason why instalment sales and 
other sales vary directly may be found 
in the psychology of the individuals 
concerned. The producer is of course 
always inclined to welcome a device 
which will increase volume, providing 
it be free from risks that more than can- 
cel the favorable features. Naturally the 
risks of the instalment plan appear to 
be less when business is good and also 
showing improvement. The salesman 
will always urge instalment buying with 
more assurance at the time when there 
is little or no difficulty with current 
collections. The consumer, moreover, is 
more confident of his ability to pay in 
the future, when his present income is 
most adequate and seemingly secure. 
Thus a combination of circumstances 
tend to bring about a tremendous growth 
in instalment sales during the prosperity 
or boom period of the business cycle. 
Later, when a crisis has arrived and the 
stage is set for a period of depression, 
the whole situation, so far as the instal- 
ment plan is concerned, has been com- 
pletely changed. The producer is tak- 
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ing in his sail, so to speak, and is willing 
to sacrifice sales volume for safety. At 
such a time he will prefer to appeal to 
the public on grounds of price rather 
than terms. The salesman carries this 
psychology into effect in his contacts 
with the buyer, and special inducements 
are offered to encourage cash transac- 
tions. Finally, the buyer or consumer 
makes the picture complete. Income is 
either reduced or to some extent uncer- 
tain, past instalment purchases still cast 
their shadows in the form of uncom 
pleted payments, and the pessimism of 
the producing groups, through the 


phenomenon of mass psychology, has 
completely undermined the confidence 
and morale of the whole consuming 
public. 


EFFECT ON PURCHASING 


At such a time the trouble is not, as 
sO many writers insist, a mere matter of 
lack of purchasing power. That of 
course enters in, but in addition there is 
an amazing lack of “will to purchase.” 
As evidence of this we may refer to the 
current volume of savings bank deposits. 
It is also a matter of common knowledge 
that our salaried or fixed income groups, 
whose purchasing power has greatly in- 
creased during the recent period of fall- 
ing price levels, are nevertheless inclined 
to feel as poor as the proverbial turkey 
of Job, with the result that they are 
actually restricting volume of goods 
purchased as well as amount spent. Thus 
the typical buyer whether he suffer 
from actually impaired or endangered 
income, or only from the contagion of 
business pessimism, is loath to undertake 
the obligations involved in instalment 
contracts, and in depression as in pros’ 
perity the instalment scheme instead of 
being a real stabilizer of business, ap’ 
pears to be the exact opposite. Stated 
in terms of the business cycle, it would 
seem that the present effect of the instal- 
ment plan must be to stimulate business 
activity during the state of prosperity, 
thus accelerating the movement and 
hastening the development of the condi- 
tions leading to a crisis. Later, by the 
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extension of the payment burden of the 
prosperity period into the period of de- 
pression, and because the instalment plan 
loses its importance as an effective means 
of sales appeal during the time of busi- 
ness pessimism, the result is a longer and 
more discouraging postponement of the 
recovery stage. 

One further effect remains to be 
noted. The instalment plan is not 
limited, in its effects on the business 
cycle, to the duration of the various 
stages. It can easily be shown that it 
must also affect the severity of fluctua- 
tions within the cycle. We may think 
of the business cycle as representing a 
peculiar rhythmic movement of de- 
parture from normal and return to nor- 
mal. In the typical cycle the movement 
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pression period of the cycle, the hang- 
over of debt from past instalment pur- 
chases, and the tendency of all parties 
to make less than customary use of the 
instalment plan during this period, will 
continue to depress business further 
below normal than would otherwise be 
the case. 


ABUSES SHOULD BE CORRECTED 


The foregoing might at first sight ap- 
pear to be a rather serious indictment 
of the whole instalment plan. This, 
however, does not necessarily follow. 
More careful consideration will show 
that the evils described are not due to 
the use of the instalment plan, but rather 
to its abuse. In short, our troubles arise 


“Our troubles arise because we overwork the instalment plan 
when we do not need it, and the result is that when we do need it 


we find it of no effect. 


This reminds one of the man who takes so 


much of a particular drug when he is well that it has little or no 


effect upon him in time of illness. 


Having stated the general diffi- 


culty which at present attends the instalment plan and having at 
hand the experience derived.from depression as well as prosperity, 
the real question appears to be one of control.” 


is first away from normal in an upward 
direction (prosperity), a return to 
normal in a downward direction (crisis), 
a departure from normal in a downward 
direction (depression), and a return to 
normal in an upward direction (re- 
covery). If what has already been said 
as to the place of the instalment plan 
in the cycle be accepted, it would 
logically follow that the departure from 
normal must be accentuated by the in- 
stalment scheme. In short the excessive 
use of the plan during the first stage of 
the cycle, with the resultant increased 
temporary demand, must undoubtedly 
tend to stimulate production and busi- 
ness expansion to seek levels higher than 
would possibly appear justified with the 
smaller volume that would represent a 
more nearly cash basis. The same line 
of reasoning would show that in the de- 


because we overwork the instalment plan 
when we do not need it, and the result 
is that when we do need it we find it of 
no effect. This reminds one of the man 
who takes so much of a particular drug 
when he is well that it has little or no 
effect upon him in a time of illness. 
Having stated the general difficulty 
which at present attends the instalment 
plan and having at hand the experience 
derived from depression as well as pros- 
perity, the real question appears to be 
one of control. In a word, how can the 
legitimate and justifiable use of the in- 
stalment plan as a dependable stabiliz- 
ing factor in business be arrived at, and 
how may the recurrence of recent abuses 
be rendered unlikely or impossible? 
Obviously we may expect some help- 
ful developments in the field of law. 
At present it would appear that the in- 
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stalment seller is fairly well protected. 
In some respects the protection might be 
considered more than adequate. On the 
buyer's side the protection is not so ap- 
parent. It may be that in the future 
more consideration will be given to the 
safeguarding of the buyer’s equity in 
cases of default. At best, however, legal 
changes are likely to come slowly, as it 
requires time for public opinion to be- 
come crystalized in legislation. 


VOLUNTARY ASSOCIATIONS 


There is also the possible effect of 
voluntary associations of producers. 
Manufacturers, distributors, and finance 
companies will naturally seek to elimi- 
nate weaknesses in the instalment 
scheme, and now that the technique has 
been fairly well developed the next 
matter dealt with might well be that of 
regulation and direction. 


CAMPAIGN OF EDUCATION 


Another possibility lies in a campaign 
of education with respect to the whole 


question of instalment practice. This 
should involve not merely a widespread 
knowledge of the strength and weakness 
of the instalment plan in general, but 
also careful and minute analysis of the 
effects of the plan upon different indus- 
tries and classes, and of its place and 
significance in the business cycle. 
Finally we would stress the desirabil- 
ity of more adequate and timely in- 
formation regarding the course of in- 
stalment business. Here we may find an 
analogy in the present use and signifi- 
cance of the weekly broker’s loan figures. 
If similar figures could be assembled 
with respect to instalment sales we 
might find the device of immense value 
in indicating sales trends. The device 
would also serve as an interesting means 
of indicating the state of business 
psychology. An index number derived 
from instalment sales volume should be 
a more accurate indicator of changes in 
business optimism or pessimism than 
would an index number based upon the 
total volume of production or sales. 


CONCLUSIONS 


In conclusion we may summarize as 
follows: 


1. Instalment selling, in its effect 
upon the business cycle, has become a 
factor of major importance. 


2. As we pass through a business 
cycle the manner of distribution of in- 
stalment selling over the various stages 
may be more significant than the mere 
volume of instalment sales. What is 
needed is not so much a reduction of in- 
stalment selling, as a redistribution of 
instalment selling in time. 


3. As instalment sales are now dis- 
tributed over the cycle the effect is dis- 
tortion rather than stabilization. 


4. If properly applied the instalment 
plan might well serve as an effective 
stabilizer of both production and con- 
sumption. 


5. Having the advantage of the ex- 
periences of recent years our immediate 
task is not to pass judgment upon the 
instalment plan as such but rather to 
develop some scheme of rational control. 


6. The fundamental difficulty of 
control of instalment selling, as of con- 
trol of the business cycle itself, will be 
found in business psychology. We hear 
much about overproduction, overbuying, 
overspeculation, overexpansion, etc... but 
all of these trace back to an inherent 
tendency to overoptimism. This of 
course manifests itself most markedly 
during the first stage of the business 
cycle, and it is in this stage that regula’ 
tion or the lack of it may lay the 
foundation for later weal or woe. One 
effective means of checking the departure 
from normal at such a time would be a 
deliberate and wisely planned modera- 
tion in the use of the instalment plan. 
In suggesting this the writer is quite well 
aware of the manifold difficulties in 
volved. At the same time it would ap- 
pear that where the need is so evident, 
even partial success in a policy of control 
would constitute abundant justification 
for the efforts put forth. 
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The Fiscal Spectre 


Out of Every $100 of National Income $11.60 Is Paid to American 
Government as a Tax 


By JosEPH STaGG LAWRENCE 
Vice-President, Board of Industrial Counselors, Inc. 


emblazoned with increasing em- 
phasis in the press of the country, 
has rivited the startled attention of 
America on a fiscal phenomenon which 
has apparently fallen without the prov- 
ince of previous calculations. Until the 


7 HE emergence of a national deficit, 
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confession of the treasury appeared, 
followed by apologies and explanations, 
it seemed difficult to believe that Uncle 
Sam, in the great consort of nations the 
very wealthiest, should, in time of peace, 
come upon days when expenditures ex- 
ceeded income. The latest statements 
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“Now don’t say papa never brought you anything from Washington!” 
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from Washington show that the Federal 
Government has been living beyond its 
means during the current fiscal year by 
an amount exceeding nine hundred 
million dollars. This is a lot of money. 

What are the causes of this unhappy 
fiscal issue? Baldly stated, it is due to an 
increase in outlay and a decline in in- 
come. Since tax receipts are essentially 
a function of national income, any de- 
cline in income finds reflection in re- 
duced revenue. Personal income taxes 
and corporation taxes during the present 
fiscal year show a decline from the aggre- 
- gate of last year amounting to approxi- 
mately 23 per cent. Another important 
base of taxation are imports, likewise re- 
flecting world-wide distress. The aggre- 
gate of imports show a decline on a value 
basis of 45.5 per cent. from the level of 
1927-1929, and since imposts are based 
partly on value, a shrinkage in the total 
was inevitable. 

Languishing business usually registers 
in postal activity, and since costs in this 
field are largely of an inflexible character 


which do not yield readily to changes in 
volume, an increased deficit of 54 million 
dollars has appeared. This is added to 
the burden of the Federal Government. 


A MATTER OF FISCAL IRONY 


It is a matter of fiscal irony that the 
decline in receipts of 861 million dollars 
should occur at the very moment that the 
Federal Government itself is subjected to 
extraordinary and politically irresistible 
appeals for special assistance. Among 
the beneficiaries are the farmer and the 
war veteran. Liberal relief has been ex- 
tended to both classes. Furthermore, the 
plea that the Government assume a posi- 
tive role in mitigating the severity of the 
depression, through increased public 
works, has resulted in the anticipation of 
future construction programs and addi- 
tional appropriations for current pur- 
poses. The expenditures on these three 
accounts, construction, agriculture and 
war veterans, all the result of cyclical 
business privations, amount to 450 mil- 
lion dollars above those for the last fiscal 
year. The decline in receipts and the 
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increase in expenses reveal a gap of $1,- 
087,000,000. 

On behalf of the Government it must 
be said that these assaults on the ex- 
chequer have not been accepted supinely. 
The Capitol demands credit for various 
administrative economies totaling $180,- 
000,000, and is also helped by the fact 
that debt reduction this year will be no 
more than the bare statutory amount. Last 
year Mr. Mellon managed to improve 
the legal debt reduction requirements by 
$305,000,000. After the accountants of 
the fisc have finished their task we dis- 
cover a final deficit of $903,000,000. 
Nevertheless, that is an unpalatable pill. 

This unsavory incident of the depres- 
sion is allayed by comparison with similar 
difficulties in other countries. Germany 
is groaning under a domestic tax burden 
upon which are superimposed the added 
obligations of the Young Plan. Italy has 
found it impossible to make both ends 
meet. Austria has been shaken by the 
failure of the Credit Anstalt. Spain, in 
the exuberance of her newly-won free- 
dom, is in no mood for fiscal restraint, 
and seems headed toward inflation, the 
traditional solvent of obligations which 
cannot be met through taxation. In 
England a brilliant Chancellor of the Ex- 
chequer, by a species of legerdemain, has 
drawn forth a balanced budget from the 
silk hat of an impending deficit. South of 
the equator we hear a similar story in 
aggravated form. Budgets have lost 
their balance and in some cases interest 
on bonded obligations has been defaulted. 

The difficulties of the Federal Govern- 
ment are duplicated in its various sub- 
divisions. Some of our states are on the 
verge of bankruptcy and the credit 
standing of a number of municipal gov 
ernments has been impeached. 


CAUSES OF LAPSE FROM FISCAL GRACE 


What are the causes of this universal 
lapse from fiscal grace? This is not the 
consequence of a sudden departure from 
sound principles. It has been forecast by 
the growth in governmental expenditures 
which has taken place during the last 
forty years. Reducing these expendi 








tures to 1913 dollars we find that the per 
capita outlay of Federal, state and local 
governments has increased from $16.84 
in 1890 to $75.14 in 1928, an increase of 
4874 per cent. Expressing this in re- 
lation to income and not charging the 
amount of this expenditure which still 
exists in the form of indebtedness, we 
find that in 1890 the combined taxes of 
the national, state and local governments 
absorbed 7.2 per cent. of the national in- 
come, whereas in 1929 this mounted to 
11.6 per cent. Every yardstick by which 
we may measure the increasing costs of 
governments, the comparison of growth 
of aggregate governmental debt with the 
growth of national tangible wealth and 
population, the comparison of aggregate 
governmental expenditures and taxation 
with the growth in national income, all 
result in the same verdict, a startling dis- 
proportionate increase in the outlay of 
our governments. 

In order to provide some answer to 
this disturbing problem it is necessary to 
analyze the nature of a tax and outline 
briefly the evolution of this concept dur- 
ing the past hundred years. A tax is de- 
fined as a compulsory exaction paid to 
the state and expended by the state for 
a public purpose. It 1s in the definition 
of public purpose that a change has taken 
place. Adam Smith’s conception of public 
purpose limited the function of the state 
to protection of the citizens at home and 
abroad. This involved the maintenance 
of an army and navy, a diplomatic or- 
ganization and a judicial system. John 
Stuart Mill followed Adam Smith and his 
statement that the Government should 
not do anything which the individual 
could do as well or better was for many 
years the first rule in the fiscal decalogue. 
This group of individualistic and utili- 
tarian philosophers held that self-interest 
was a much better guide to the effective 
expenditure of a nation’s income than 
any other possible human motive. That 
view was spiced with an abhorrence of 
governmental interference in the field of 
business and a wholesome but unflatter- 
ing respect for the incompetence of the 
state. The mounting tide of public ex- 
penditures brings profound regret for 
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the decadence of this pristine individ- 
ualism. 

On the great trunk of yovernmental 
responsibility as defined a hundred years 
ago, we have grafted many strange 
branches. Since the opening of the nine- 
teenth century the state has taken over 
the task of instruction, the care of the 
weak, the defective and the delinquent. 
It has become the principal agent of 
charity in the community. This is prob- 
ably the soundest way yet devised for 
taking care of the unfortunate. 

In the last two generations the govern- 
ment has acquired two other principal 
functions which are appalling in their 
implications. The first of these is the in- 
creasing regulation of our economic life 
by the state. To an extent undreamed of 
a hundred years ago the Government now 
defines the terms of the contract between 
the worker and his employer, the condi- 
tions under which he may work, the 
form of corporate enterprise and its re- 
sponsibilities. An interstate commerce 
commission regulates a nation-wide sys- 
tem of transportation, a comptroller 
supervises our banks, and a trade com- 
mission operates a system of traffic lights 
for industrial competition. A Federal 
bureau directs and virtually operates a 
two billion dollar organization for agri- 
cultural credit. If some of the zealous 
disciples of social control have their way 
and Congress consents to the creation of 
an economic general staff, or some other 
body with dictatorial powers in the regu- 
lation of business, it is difficult to fore- 
cast the final constraint of private initia- 
tive or the final province of the state. As 
this function develops we must expect 
that the bill payable by taxation. will 
continue to grow. 


THE STATE AS ECONOMIC ARBITRATOR 


Forbidding as this expansion of super- 
visory functions may be, it is innocuous 
compared to the peril resident in the 
growth of a fourth function of the state. 
In this fourth role the state becomes what 
may be called for want of a better ex- 
pression, an economic arbitrator. It 
takes upon itself the duty of relieving 
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the economic distress of individuals, 
groups and entire producing classes. It 
is by all odds the most ambitious, the 
most far-reaching and also the most 
costly function which the state has ever 
entertained. An excellent illlustration is 
the Farm Marketing Act passed by Con- 
gress in the late spring of 1929. 

In the preamble of this piece of legisla- 
tion occurs a statement which attributes 
to the Federal Government the duty and 
the intention to elevate agriculture to a 
parity with industry. Uncle Sam, in 
other words, proposes to regulate the dis- 
tributive processes of economic life. 
Where one class, politically powerful 
and articulate, feels that it has been neg- 
lected by the capricious gods of business, 
Uncle Sam himself will step in and 
remedy this injustice. At the present 


time we have the silver producers raising 
lament before the wailing wall in Wash- 
ington. The worker is suffering from the 
most protracted and severe business crisis 
in American history. His representatives 
raise hands in supplication to the Capitol 


and beg the state to step in and relieve 
his distress. 

The unfortunate position of all these 
supplicants may be granted. Their dis- 
tress merits every sympathy. No way 
has yet been discovered in which the 
Government can allay ailments of this 
character without reaching into its 
treasury. 

Although the expenditures of local 
governments are not impregnated with a 
class and sectional purpose to the same 
extent as those of the Federal Govern- 
ment, there is nevertheless evident a 
failing of equally subversive character. 
The local legislator has yielded with 
complaisant facility to the clamor for 
local improvements. Requests for new 
schools, new highways, new bridges and 
capital luxuries of all sorts, have fallen 
upon fertile ground. That rosy exuber- 
ance which raised a stock market to dizzy 
heights has influenced the legislator no 
less. With blind confidence in the 
future, he has committed his community 
to payment for capital ornaments which 
might very well have been postponed. As 
a result of this weakness the increase in 


THE BANKERS MAGAZINE 


the indebtedness of state and local gov- 
ernments has more than matched the 
liquidation of the war debt effected by 
the Federal Government. Furthermore, 
the increase in debt has been accom- 
panied by an unprecedented growth in 
tax rates. Unfortunately, these obliga- 
tions for current payments in the form 
of taxes and future payments in the 
form of debts, are extremely refractory. 
They do not respond to attempts to ad- 
just them to altered individual and com- 
munity incomes. 


THE PRINCIPAL THREAT TO THE 
TAXPAYER 


What conclusions does this analysis 
of theory and fact permit us to draw? 
We have divided the functions of the 
state, which call for tax payments, into 
four categories. The first deals with pro- 
tection and justice, the second with our 
social duty to the unfortunate and 
afflicted, the third with the supervision 
of economic activities, and the fourth 
with the intervention of the state in the 
distribution of economic income. It is this 
latter function which constitutes the 
principal threat to the taxpayer. Our 
combined taxes in this country today ab- 
sorb 11.6 per cent. of the national in- 
come. 

This country at the present time is in 
the throes of a flourishing bull movement 
in panaceas. Never before have our 
statesmen been subjected so relentlessly 
to the pressure for relief. They are now 
in the position of the ancient tribal rain- 
makers whose subjects have called for 
rain and who, in the event of failure, 
will be compelled to pay in terms of hide 
and hair and heads. It is in such periods 
as the present that the long-time conse- 
quences of radical legislation are most 
imperfectly perceived. We are in great 
danger of embracing more completely 
that last function of the state, the task 
of re-allocating the flow of income. It 
is the conviction of the great, silent con- 
servative classes that nothing would so 
impair the virtue of our form of govern: 
ment as such a concession. It is the duty 
of every taxpayer to face this problem 
fearlessly and demand relief. 





The Fixed Trust and the Commer- 


cial Banker 


An Explanation of the Nature of the Fixed Trust, the Reason for Its 
Development and Its Place in the General 
Investment Structure 


By W. W. TowNsEND 
Of American Trustee Share Corporation, Distributors of Diversified Trustee Shares; 
Author of “Bond Salesmanship” 


NE of the most interesting and, at 
C) the same time, most unfortunate 

phases of the entire campaign for 
the sale of fixed trust shares, has been 
the apparent indifference with which dis- 
tributors of this particular type of se- 
curity originally viewed the commercial 
banker and his attitude toward the se- 
curity. Perhaps this was natural but, 
centainly, it was not particularly well 
advised. 

The commercial banker is limited, both 
by law and by the nature of his business, 
to investments for his own account of a 
certain type. With the exception of the 
trust companies which have practically 
unlimited discretionary powers in the 
matter of investment, fixed trust shares 
are not included in the catalog of securi- 
ties which the commercial banker can 
buy. As a consequence, no particular 
effort has been made to acquaint the 
commercial banker with the nature of 
the fixed trust, the reason for its develop- 
ment, the function it can and should 
perform and its place in the structure of 
investments generally. Naturally enough, 
the commercial banker developed his own 
opinion of this new and rather unusual 
type of investment from his own in- 
vestigation, from hearsay or from those 
security distributors who had something 
else to sell and who, themselves, were not 
very favorably disposed toward fixed 
trusts. It could hardly be expected that 
his opinion, under these circumstances, 
would be anything but negative and 
yet, the distributors of fixed trust shares 
have been complaining rather bitterly of 


late, regarding this attitude for which 
they, themselves, are largely responsible 
because of their errors of omission. 

It is the purpose of this article to cor- 
rect some misapprehensions which have 
developed, to state the case of the fixed 
trust as fairly and as dispassionately as is 
possible and, while it may not alter the 
opinion of the commercial banker re- 
garding the fixed trust, it at least should 
result in the formulation of that opinion 
on the background of information which 
is fundamental rather than superficial. 


FIXED TRUST NOT A “RACKET” 


The fixed trust is not a “racket,” to 
use a vulgar term, nor is it, to use more 
polite language, an ingenious method for 
making the private investor do something 


he should not do. In principle, it is no 
more and no less than a means for pro- 
viding the small investor with the same 
advantages that the large buyer obtains 
from his extensive diversification, and of 
providing the large buyer with a vehicle 
for substantial ownership in high grade 
common stocks with a certain element 
of trust service and at a very substantial 
saving to him in both time and money 
ordinarily expended in caring for and 
watching individual stocks. There are 
many other advantages some of which 
will be discussed, and for them a 
premium is charged, a procedure which 
is no more iniquitous and no more un- 
sound than is the service charge which 
is ordinarily imposed upon the individual 
who elects, for whatever reason, to buy 
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an automobile, an electric refrigerator, a 
washing-machine, or any other item of 
merchandise on the partial-payment plan. 
The extent of this premium and the 
manner of its disclosure are subjects 
which are still open to some discussion, 
but which are rapidly being clarified. 
The principle behind the premium, how- 
ever, is perfectly sound and it also is 
perfectly safe to state that under exist- 
ing conditions and with existing ex- 
penses of distribution, this premium 
could not be reduced materially. 

Until recently, the fixed trust was still in 
the realm of experimentation, and could 
be properly characterized as it was very 
frequently, as a fad or a style trend in 
investments. It was a very normal de- 
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the whole idea because of its adherents, 
rather than because of its lack of merit 


NOT DESIGNED TO SUPPLANT BONDS 


The fixed trust will never supplant the 
bond business. As long as money is 
loaned and borrowed, and debtor and 
creditor relationships are developed, fixed 
interest-bearing obligations will consti- 
tute the major part of the investment 
business done in this country. The fixed 
trust, like the preferred stock, is merely 
another investment vehicle devised to fill 
in the gap between the two poles of in- 
vestment attitude represented by the 
bondholder on the one hand and the 
stockholder on the other. In theory, the 


“The whole case for the fixed trust can be summed up in very 


simple language. 


The ownership of individual stocks involves 
business risk, flexibility of price and fluctuating income. 


Group 


holdings of common stocks over a period of time are likely to 


produce stabilized value, steadily advancing price and reasonably 
assured income.” 


velopment, of course, out of the public’s 
tremendous enthusiasm during 1928 and 
1929 for the completely uncontrolled, 
discretionary management type of trust 
and, while it had been ‘in existence for 
several years prior to the market collapse 
of 1929, it came into its full popularity 
as a result of public revulsion against 
management of any type. 

' There were those, of course, among 
its adherents who held it up as the pan- 
acea for all investment ills, who went so 
far as to state it was about to outmode 
or supplant the bond business, and 
‘claimed for it virtues and qualities which 
no investment ever has, or could possess. 
Their observations, of course, contrib- 
uted to the general development of a 
negative opinion on the part of the com- 
mercial banker, as well as many other 
individuals whose common sensé pro- 
hibited them from ‘accepting any state- 
ments of this sort and. who discredited 


bondholder has no interest whatever in 
the success or failure of the enterprise to 
which he has loaned money. His security 
lies in tangible assets upon which he has 
a claim and from which he can recover 
if the payment of either principal or in- 
terest is delayed or defaulted This is 
the fundamental attitude of the man 
who loans money on first-mortgages se- 
cured by residential property, and the 
idea goes back to the earliest develop- 
ment of that particular relationship. In 
theory also, the stockholder is concerned 
with nothing else except the continued 
success of the enterprise in which he has 
employed money. He is not a creditor. 
He is a partner or part owner of the 
business. He has no redress and no re- 
course to any assets save whatever excess 
may remain in liquidation after the de- 
mands of the mortgage bondholders have 
been satisfied. He has a vote and, to that 
extent, a voice in the affairs of the cor- 






















poration, but this ordinarily avails him 
but little, and he has no recourse at 
law or otherwise, if his income is inter- 
rupted or terminated. 

The preferred stock, which is a con- 
tingent but cumulative liability of the 
corporation, is a hybrid form of invest- 
ment, partaking of some of the character- 
istics of both bonds and stocks. And the 
fixed trust also is an investment which 
has been created out of securities ordi- 
narily considered to be in the realm of 
speculation. Two things only are re- 


quired to elevate comimon stock owner- 
ship to the status of an investment opera- 
tion, and the fixed trust does both. One 
is to minimize risk through diversifica- 
tion, and the other is to disregard inter- 
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“The man who buys fixed trust shares buys with the idea that 
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the entire business of insurance has been 
built, and is now being conducted. The 
fixed trust, in fact, has been called the 
result of the application. of insurance 
principles to investment practice. 

With respect to the extreme flexibility 
of price which has always constituted 
one of the elements of hazard involyed 
in stock ownership and attempts to capi- 
talize which have almost invariably re- 
sulted in disaster to the speculator—the 
fixed trust quietly eliminates this item 
from consideration. The man who buys 
fixed trust shares buys with the idea that 
he is going to hold them for a long time. 
The fact that he has one certificate of 
beneficial interest in any number. of 
stocks, instead of the stocks themselves, 


he is going to hold them for a long time. The fact that he has one 
certificate of beneficial interest in any number of stocks, instead of 
the stocks themselves, concentrates his attention upon the price of 


mediate price fluctuations and depend 
for income and appreciation upon con- 
tinued holding of a complete group of 
common stocks for a long period of time. 

No one can dispute the fact that, 
taken individually and for short time 
consideration, the bond is primarily for 
investment and the stock primarily for 
speculation. Taking both for group 
holdings over a period of years, the bond 
undergoes no material change with re- 
spect to either its safety or principal, the 
stability of price, or the assurance of its 
income. Group holdings of common 
stocks, however, if kept intact for a 
period of time, develop some extremely 
interesting characteristics. In the first 
place, the hazard of capital which is in- 
voived in business risk is definitely mini- 
mized by diversification and the good 
fortunes of one corporation offset and 
outweigh the poor fortunes of another. 
There is nothing mysterious about this 
process, and it is the basis upon which 


the certificate rather than the price of the stocks.” 





concentrates his attention upon the price 
of the certificate rather than the price of 
the stocks. He knows, in a general way, 
that the securities in which he has a 
definite interest are fluctuating up and 
down, or he may even be aware of the 
fact that the price of his fixed trust 
shares is declining. The theory was that 
the investor would view this with relative 
unconcern, and the actual experience has 
demonstrated, beyond the possibility cf 
question, the complete accuracy of the 
theory. 


HIGHS AND LOWS IN THE MARKET 


In the past two years, when stock 
prices generally, and the prices of fixed 
trust shares particularly, have been cut 
in two or more, secondary market prob- 
lems of the fixed trust sponsors have been 
practically negligible. The holder of 
fixed trust shares does not depend for his 
appreciation, upon his ability or fancied 
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ability to take wing shots at prices on 
the rise or the fall, and his hope to bag 
substantial profits in the process. He has 
Jearned, or should know, that with re- 
spect to the major swings of the stock 
market, each succeeding high for almost 
too many years to number, has been 
higher than the preceding high, and each 
succeeding low higher than the preceding 
low, and the line drawn between these 
points has advanced for enough years to 
make it a reasonably standard practice, 
at a rate which has been estimated be- 
tween 8!/2 per cent. and 10 per cent. 
per annum, enough to double his money 
for him every seven years or so. This is 
fast enough for the average investor and 
faster than the speculator can ever hope 
to gain or retain his profit. 

The complete justification for this 
price movement lies in the analysis of 
corporate reports which disclose that, on 
the average, they have plowed back into 
property and assets behind the book 
value of their common stocks an aver- 
age excess, above dividends paid:, of 
approximately 8!/y per cent. per annum. 

The third element of hazard involved 
in the ownership of common stocks is 
the fact that the income, while relatively 
high, is by no means assured and, here 
again, diversification steps in to balance 
the books of business. 

The whole case for the fixed trust can 
be summed up in very simple language. 
The ownership of individual stocks in- 
volves business risk, flexibility of price 
and fluctuating income. Group holdings 
of common stocks over a period of time 
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are likely to produce stabilized value, 
steadily advancing price and reasonably 
assured income. 


FIXED TRUSTS AND THE STOCK EXCHANGE 


The rest of the discussion has to do 
with details. No one believes that the 
fixed trust has reached its final limit of 
perfection. The recent activity of the 
New York Stock Exchange, and which 
was thought by some to be inimical to 
the interests of the fixed trusts, has been 
one of the most constructive things 
which could have happened, because the 
leadership in the much-needed movement 
in the fixed trust field to standardize 
practice and simplify procedure, has been 
assumed by the body of individuals best 
able to assume such leadership. In the 
process also the mere fact of their de- 
sire and willingness to undertake this 
particular problem, has, perforce, estab- 
lished the fixed trust as a permanent 
adjunct to the business of investments. 

If this explanation of the basis and 
background of the fixed trust has con- 
tributed anything to clarifying the whole 
fixed trust movement in the minds of the 
commercial banker to the point where he 
can recognize it as a type of investment 
entirely suitable to those accounts where 
the ownership of high grade common 
stocks is appropriate and in such amounts 
as may be appropriate, and that for its 
premium it affords some advantages that 
might be difficult or impossible to acquire 
otherwise, the entire purpose of the 
article itself will have been served. 
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NATIONAL BANK of 
BOSTON 


1784 * 193! 


A CONDENSED STATEMENT of CONDITION 


Covering all Offices and Foreign Branches 
as of June 30, 1931 


RESOURCES 
Cash and Due from Banks $103,641 ,396.96 
United States Government Securities 78,623,062.55 
State and Municipal Securities.... 25,249,046.78 
Acceptances of Other Banks 50,876,807.93 
Demand Loans to Brokers 32,811,246.67 $291,201,560.89 
Loans, Discounts and Investments 332,992,214.99 
Banking Houses 14,914,630.26 
Customers’ Liability Account of Acceptances 34,767 ,998.41 
Accrued Interest Receivable and Other Assets. ... 3,496,749.15 


Total $677,373,153.70 


LIABILITIES 
IY asicracaroervinseleis is Wiaieleuarelsiveeren $44,500,000.00 
Surplus and Profits 32,636,842.69 *$77,136,842.69 


Reserves, including Interest, Taxes, Dividend, 
Unearned Discount, and Contingencies *13,474,782.00 


Acceptances Executed for Customers 35,500,523.41 
Endorser on Acceptances and Foreign Bills Sold.. 18,031,144.67 


Items in Transit with Foreign Branches and Other 
Liabilities 2,302,332.93 
Deposits 530,927,528.00 


Total $677,373,153.70 
*Since the last published statement $10,000,000 have been transferred 
from Surplus and Profits to Reserve for Contingencies, 


SSS 


The figures of Old Colony ‘Trust Company and The First National Old 
Colony Corporation, both of which are beneficially owned by the stock- 
holders of The First National Bank of Boston, are not included in the above 
statement. 





Strensth and Size 
are REBSULTS— 
not GAUSES 


Tue strength of a bank may be meas- 
ured by the size and proportions of its 
published figures. 


Of greater significance, however, are the 
standing, character, and experience of 
the men who direct its affairs and con- 
tribute to its service — 


ITS DIRECTORS, OFFICERS 
AND EMPLOYEES 


Here is an institution of proven strength 
and tested efficiency as indicated by 
steady and consistent growth for over a 
century and a quarter. 


ad 
THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 





Excessive Cost of Government 


The Increase in the Aggregate Expenditures of Federal, State and 
Local Government is a Matter of Serious Concern 
to All Thoughtful Citizens 


By FRANKLIN D. ROOSEVELT 
Governor of the State of New York 


HE cost of government in this 

country, particularly that of local 

government, is causing considerable 
concern. We are told that the aggregate 
expenditure of Federal, state and local 
government is approximately $12,000,- 
000,000 or $13,000,000,000 yearly. Of 
this sum the Federal Government spends 
approximately one-third, state govern- 
ments about 13 per cent., leaving con- 
siderably more than one-half as the cost 
of local government. 

Notwithstanding the influence of the 
war on Federal governmental expendi- 
tures, these ratios have existed with 
slight variations since 1890. It is mani- 
fest that inasmuch as the cost of local 
government constitutes the major por- 
tion of our aggregate tax bill, we must, 
if we hope for lower taxes or less rapid 
increases in taxes, analyze local govern- 
ment and see if its workings may not be 
simplified and made less expensive for 
the taxpayers. 

The form of local county and town 
government as we know it in most of 
our states dates back to the Duke of 
York’s laws, enacted about 1670. The 
design was to meet conditions as they 
existed at the time and was continued 
by American states after the Revolu- 
tionary War. It is astonishing how few 
changes have been made in the form 
since the formation of our nation. 

We may assume that at the time of 
its adoption it was suited to the condi- 
tions of that period. 

But conditions have changed. We 
have witnessed a most remarkable growth 


From a recent address at the University of 
Virginia's Institute of Public Affairs. 


in population and an astonishing trans- 
formation in social and economic condi- 
tions. Factory production and a high 
degree of specialization even in our agri- 
culture have kept step with improved 
methods of transportation and commu- 
nication, with the result that community 
living on the old pattern has vanished. 

Things which originally were of local 
or community concern are now of much 
wider interest. This applies, as you will 
readily agree, to such things as roads, 
schools, public health, the care of the 
socially dependent and virtually every 
activity of local government. Yet we 
have continued to use the machine de- 
signed under radically different condi- 
tions as the major instrument through 
which to sell governmental service in 
this age of bewildering movement. 


MULTIPLICITY OF LOCAL GOVERNMENTS 


Let us inspect the machinery of local 
government as it exists today. In this 
country of ours we have, it is said, 500,- 
000 units of government. They range 
from the Federal Government down to 
the smallest school or special district. 

Take my own state as an instance. 
We have, first, 62 counties and 60 cities, 
but this is a mere beginning. ‘We go 
on from these larger wheels of the ma- 
chine to find 932 towns, and according 
to the last count, 525 villages, 9600 
school districts and 2365 fire, water, 
lighting, sewer and sidewalk districts, 
a grand total of 13,544 separate, 
independent governmental units. 

Carrying the analysis a step further, 
let me cite an example, a small, densely 
populated suburban county adjacent to 
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New York City where we have three 
towns and two cities. Again, that is 
only a start. To these we must add 40 
villages, 44 school districts and 156 spe- 
cial districts in order to understand how 
complicated the local governmental prob- 
lem in that county really is—a total of 
246 governmental units in one county. 
INCREASE IN LOCAL EXPENDITURES 
The expenditures of local government 
have increased at an astonishing rate. 
In 1890 local government in the entire 
nation cost $487,000,000. In 1927, the 
last year for which complete figures are 
available, the government of lesser units 
within states cost $6,454,000,000. It 
increased from a per capita of $7.73 in 
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HEAVY TAXATION OF REAL ESTATE 


In the main, local government must 
depend for its revenue upon a general 
property tax. To a very great extent 
that tax has degenerated into a tax on 
real estate only, and as local expendi- 
tures have increased the tax on real 
estate has mounted. 

In the two counties to which I have 
referred the tax rates ranged in the sub- 
urban county in 1900 from $14 to $17 
per 1000 and in the rural county from 
$7 to $21 per 1000. In 1929 the sub- 
urban county rates ranged from $24 to 
$46, while the rates in the rural county 
were from $25 to $54. 

On a selected group of good farms 
taxes just doubled in the period from 


“It is manifest that inasmuch as the cost of local government 
constitutes the major portion of our aggregate tax bill, we must, 
if we hope for lower taxes or less rapid increases in taxes, analyze 
local government and see if its workings may not be simplified and 


made less expensive for the taxpayers.” 


1890 to $54.41 in 1927. Just that you 
may see what has happened in a small 
unit such as a county, let me say that 
in the suburban county to which I have 
referred all local taxes in 1900 amounted 
to $337,000 and in 1929, in round fig- 
ures, $22,000,000. In that space of 
time the valuation of taxable property 
increased thirty-five times, but the taxes 
increased sixty-five times, while popula- 
tion multiplied only five and one-half 
times. 

In another case, that of a rural, agri- 
cultural county, local taxes amounted to 
$158,000 in 1900 and to $1,150,000 in 
1929. In this case taxes were multiplied 
seven times, tax valuations slightly more 
than two times, while the population of 
the county actually decreased 5 per cent. 
In the suburban county per capita local 
taxes in 1900 were $6 and in the rural 
county $4.30. But by 1929 per capita 
taxes were $90 in the suburban county 
and $52 in the rural community. 


1914 to 1923. During the same period 
the general price level increased only 27 
per cent. In another case on three farms 
in an average agricultural county of the 
state where records are available for 100 
years, the increases in taxes from 1825 
to 1925 were as follows: 


Farm No. 1, from $2.48 to $101.44. 
Farm No. 2, from $2.33 to $140.36. 
Farm No. 3, from $2.38 to $115.20. 


On the same group of farms men’ 
tioned above it required three bushels of 
wheat on the average to pay the taxes 
on one farm in 1825. In 1925 it re 
quired 104 bushels of wheat. In other 
words, the tax burden per farm on the 
average of six farms increased in 100 
years from three bushels of wheat to 104 
bushels of wheat. On these same six 
farms it required at the going rates for 
labor six days of labor to pay for the 
taxes per farm in 1825 and thirty-seven 
days of labor per farm in 1925. 
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Accompanying these increases in local 
rates has been an increasing demand for 
relief of the burden on real estate. A 
study was made in New York of the 
trend in the tax burden on real property 
covering a period from 1915 to 1927. 
That study disclosed that in the wealthy 
growing counties of the state the true 
burden on realty increased 16/2 per 
cent. in those twelve years, while in the 
rural agricultural counties the increase 
in the burden was 43 per cent. This 
established to our satisfaction that some- 
thing must be done to equalize the bur- 
den of taxation as between different 
counties and communities. Various 
remedies were suggested, which grouped 
themselves as follows: 

1. To abolish the direct state tax on 
real estate and personal property. 
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fiscal year the state returned to the vari- 
ous units of local government more than 
$85,000,000 as their share of the taxes 
collected by the state. While I am on 
this point, let me say that this remedy 
is not without its dangers. I incline 
strongly to the view that it should be 
adopted only when some form of guar- 
antee is exacted that the funds so dis- 
tributed will be efficiently and economi- 
cally used. Too frequently, I fear, do 
the local officials view revenue obtained 
in this way as “easy money” and spend 
it accordingly. I am convinced that it 
is not always used to reduce the general 
property tax. 

Still another remedy that New York 
has applied for the excessive local tax 
load is that of granting state aid to local 
governments for specified projects and 


“TI am quite convinced that the excessive cost of local govern- 
ment can be most effectively reduced by simplifying the local 
governmental organization and structure and by reallocating the 


responsibility for performing various services, according to a 
logical analysis rather than by accident or tradition.” 


2. To share with localities state-col- 
lected taxes. 

3. To grant state aid; and 

4. To reorganize local governments, 
or at least transfer from local govern- 
ment to larger units of administration 
some of the functions now performed 
locally. 

In New York we have invoked all of 
these methods except that of reorganiz- 
ing or simplifying local government. 
That has been advocated by my distin- 
guished predecessor in office and by me. 
As yet nothing has been accomplished 
in that direction. 


SHARING STATE TAXES 


A second remedy that we have em- 
braced in New York is that of sharing 
with the localities certain taxes collected 
by the state. During the last completed 


services. This year the state is appro- 
priating $100,000,000 for the aid of 
public schools, more than $3,000,000 for 
county highways and something more 
than $4,000,000 for town highways. 
More than one-third of the New York 
state budget consists of items of this 
form of aid to localities. 

This method of relieving the local tax 
burden is subject to the same dangers as 
that of sharing taxes with the subdivi- 
sions of the state; it is apt to lead to 
extravagance and to result in the inefh- 
cient use of money. 

Finally we come to the remedy of 
lightening the local tax burden by trans- 
ferring from local government to the 
state government, or at least to a larger 
division of government, some functions 
of local government—that is to say, 
transfering the responsibility or the obli- 
gation to pay for certain improvements 
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or governmental services. 

This method of local tax relief is 
rather extensively used in New York. 
After my election in 1928 I appointed 
a commission known as the agricultural 
advisory commission. The purpose put 
before its distinguished members was to 
devise. methods of assisting and promot- 
ing the interests of the rural population 
of the state, and of agriculture as an 
industry in the state, and to see if and 
to what extent justice might be done by 
way of equalizing taxes as between the 
rural and the urban communities. 

The first reform the commission rec- 
ommended was that the state assume the 
entire cost of completing and maintain- 
ing the state highway system. Under 
the then existing law the counties were 
required to contribute 35 per cent. of 
the cost of such highways and to pay 
approximately $600,000 annually for 
their maintenance. It worked out this 
way: One of the wealthiest counties 


could pay its share of the cost of com- 
pleting the state highway system by 
levying a tax on 37 cents per $1000 of 


taxable valuation, while in a poor rural 
county a tax of $46 per $1000 would 
have to be levied. 

The recommendation of the commis- 
sion was adopted. Thereby the state 
relieved the counties of an aggregate 
expenditure of $54,000,000 for construc- 
tion and an annual charge of $600,000 
for maintenance. 

The next recommendation of the com- 
mission was based on the town highway, 
or “dirt road,” situation. The state had 
been granting state aid to the towns, 
but under a plan which permitted the 
wealthiest town in the state to obtain 
out of the state treasury $1500 for each 
mile of town highway, while the most 
that any one of the 600 or 700 poor 
towns succeeded in obtaining was $25 
per mile. Tax rates for the maintenance 
of town highways ranged from a dollar 
or two to as high as $16 or $18 per 
$1000 of taxable valuation. The high 
taxes were invariably found in the poor 
rural towns. 

To remedy this condition a law was 
enacted which provided in substance 
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that no town need have a tax rate 
higher than $3 per 1000 and that the 
state would give to a town as state aid 
the difference between the proceeds of 
a three-mill levy and a sum needed to 
create a fund equal to $100 for each 
mile of town highway. You will read- 
ily see that this tended greatly to relieve 
excessive local taxation and also to equal- 
ize the burden of supporting the town 
highway system. 

The commission then turned to rural 
schools. They found that school tax 
rates varied from $1 to more than $20 
per 1000. As in the case of highway 
taxes, the very high rates were found to 
obtain in the rural, agricultural com- 
munities. The principle of equalization 
was invoked here with the result that 
rural schools in our state can now be 
supported adequately with a tax rate no 
higher than $4 per 1000, the state con- 
tributing the difference between the pro- 
ceeds of such a tax and a sum sufficient 
to maintain the schools. 

Attention was then given to bridges 
in the state highway system. The state 
had required the counties to pay 35 per 
cent. of the cost of all bridges in the 
state system. The commission proposed, 
and a law was enacted, pursuant to 
which the state assumed the entire cost 
of building bridges and of maintaining 
them when constructed. This auto 
matically relieved the counties from an 
expenditure of $34,750,000, and to that 
extent eased local taxes. 

In addition to these things, the state 
relieved the counties of $20,000,000 for 
grade crossing eliminations; and engaged 
to pay one-half of the cost of snow 
removal. 


COMPLICATED LOCAL GOVERNMENT 
MACHINERY 


You will readily realize, however, that 
in our effort thus far we have merely 
shifted from local government to the 
state government expenditures for these 
purposes. It is true that in some in- 
stances the state is certainly doing these 
things better and more economically than 
the localities would have done them, 
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and in that way genuine economy has 
resulted. It is also true that through 
these measures we have gone far toward 
equalizing the tax load in New York 
state; but the fact remains that we are 
still supporting a complicated machine 
of local government which seems to me 
and to many others unreasonably expen- 
sive, wasteful and inefficient. 

Is it not time that we should analyze 
this form of local government and see 
how far it is suited to the conditions of 
today? No citizen of New York can 
live under less than four governments, 
Federal, state, county and city. If one 
lives in a town outside of a village, he 
is under five layers of government, Fed- 
eral, state, county, town and school. If 
he lives in an incorporated village, an- 
other layer is added. If he lives in a 


plished by reorganizing and simplifying 
the machinery of local government. 


SIMPLIFICATION NEEDED 


I am quite convinced that the excessive 
cost of local government can most effec- 
tively be reduced by simplifying the local 
governmental organization and structure 
and by reallocating the responsibility for 
performing various services, according to 
a logical analysis rather than by accident 
or tradition. I think we need to consider 
each service and decide what administra- 
tive unit and what size unit can most 
effectively and economically perform that 
service. 

The smaller units of rural government 
are so unequal in wealth that some are 
unable to maintain satisfactory roads and 








“Those who hold public office should not be content merely to 
take the duties of their jobs as they find them and to carry them 


out according to precedent. 


Those who have had experience in 
operating the machine should be able to tell its defects. 


I once 


heard of a public official who recommended that his job be abolished 


as useless. 
were a lot more like him.” 


It would be a heartening and refreshing thing if there 








town outside of the village, he may be 
in a fire, water, lighting, sewer and side- 
walk district, in which case there are 
ten layers of government. 

A citizen so situated has just too much 
governmental machinery to watch. It 
is too complicated for him to understand. 
He may not sense or realize that ten 
sets of officials are appropriating public 
funds, levying taxes and issuing bonds. 
His attention is not usually centred on 
local government, for seldom, if ever, 
does he know what sums are being 
appropriated, what taxes are being levied 
or what bonds issued. Means for gain- 
ing information concerning these things 
are altogether inadequate. 

I question whether there is any real 
need for so many overlapping units of 
government. I incline strongly to the 
view that much can and will be accom- 


schools even with excessively high tax 
rates, while others with very low rates 
are able to spend generously and even 
extravagantly. 

All overlapping of local jurisdictions 
should be abolished. I incline to agree 
with those who hold that one or at most 
two layers of local government subordi- 
nate to the sovereignty of the state is 
adequate and that we ought seriously to 
undertake the radical reorganization and 
reallocation of functions necessary to ac- 
complish the elimination of all others. 


“INDIANA PLAN” OF CONTROL OF 
EXPENDITURE 


There remains to be mentioned an- 
other remedy for the excessive cost of 
local government, the controlling of local 
expenditures by state or district au- 
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thority. It is familiarly referred to as 
the “Indiana Plan.’ In that state ten or 
more taxpayers in a tax district may ap- 
peal to the State Tax Commission from 
the local budget or from a proposed bond 
issue. After hearing, the State Tax 
Commission may reduce the proposed 
appropriation or the amount for which 
bonds may be issued, or eliminate the 
item altogether. 


NECESSITY OF INCREASED OUTLAYS 


We all of us recognize, I think, that 
much of the increase in the aggregate of 
governmental expense has been inevitable 
and necessary. Our limited glimpse to- 
day of the functions of local government 
has been sufficient to show that govern- 
ment has been quite properly called upon 
to assume an increasing number of re- 
sponsibilities that once belonged to the 
individual and the family. 

In the same way the larger units of 
government have been properly and 
logically forced to assume functions that 
once belonged to the lesser units. The 
demands of a different sort of civilization 
and a different sort of national economy 
have forced us to redistribute the bur- 
dens which the public service imposes. 

As to all these matters, I expect to see 
an increased measure of assumption of 
functions and responsibilities by the 
state, through one means or another. We 
have seen how the effort to equalize the 
tax burden has made the state the holder 
of the purse strings as to a large propor- 
tion of local expenditures. This creates 
a responsibility for wise expenditure that 
can hardly be avoided by the state, in 
justice to those who have been taxed on 
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a state-wide basis to replenish the state’s 
treasury. 

I should like the privilege of stating as 
forcibly as I can one general conclusion 
that has long been in my mind. That is, 
that too many of us have been lazy- 
minded in this matter of government. 
We like to talk in large terms about the 
comparative advantages and defects of 
democracy and autocracy; we like to 
admire patriotically the work of our fore- 
fathers in devising our forms of govern- 
ment or to criticize them as too slavish 
imitators, but we are terrifically dilatory 
in following our forefathers’ example by 
seeking to plan and devise for our own 
immediate needs and for the future. 

Particularly, we hate the details of 
government. We talk about Russia's 
Five-Year Plan and the excellence or 
iniquity of Mussolini’s system, in prefer- 
ence to giving consideration of the ques- 
tion whether a town supervisor is good 
for anything or inquiring what a village 
health officer does to earn his pay. This 
may be because it is easier to form a 
judgment on matters that are more re- 
mote. I hate to think that it is because 
we prefer to have some one else form our 
judgments for us. 

This suggests to me that those who 
hold public office should not be content 
merely to take the duties of their jobs as 
they find them and to carry them cut ac- 
cording to precedent. Those who have 
had experience in operating the machine 
should be able to tell of its defects. I 
once heard of a public official who 
recommended that his job be abolished as 
useless. It would be a heartening and re- 
freshing thing if there were a lot more 


like him. 
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International Affairs and Investments 


many have once more served to 

emphasize the importance of for- 
eign affairs in the field of investment. 
This article might appropriately be de- 
voted to an analysis of the German 
situation and its significance to the 
American banker. There are two im- 
portant obstacles to this, however. In 
the first place, conditions are changing 
so rapidly at the present time that any 
comments, no matter how sound and ac- 
curate they might be, would not be up 
to date, since the practical exigences of 
the publication of a monthly magazine 
necessitate the lapse of an appreciable 
length of time between the writing of 
an article and its arrival in the hands of 
the reader. In the second place the de- 
velopment of events in Germany has 
not, up to the time of writing this article, 
reached such a point that it is possible 
to foresee with any high degree of as- 
surance what is likely to follow. 

In spite of these difficulties, however, 
there are certain statements which may 
be made with regard to this situation. 
For one thing, it is quite apparent that 
the situation in Germany was and is 
much more serious than was generally 
supposed in this country. There are 
differences of opinion in regard to the 
proportions of the various factors which 
have contributed to creating conditions 
existing in that country—reparation 
payments, economic depression both in- 
ternal and external, desire in some 
quarters to make a bad situation worse 
or at least make it appear to be worse. 
But there can be no question that Ger- 
many, at the time of President Hoover's 


T= events of recent weeks in Ger- 


action in regard to inter-allied debts and 
reparations, was very close to a financial 
debacle. 

It seems clear that the immediate 
problem was and is primarily financial 
in its nature. The financial crisis was, 
it is true, brought about in large mea- 
sure by the downward change in eco- 
nomic affairs tending to create existing 
difficulties. The problem lay rather in 
the large volume of short term obliga- 
tions which Germany had outstanding, 
combined with imminence of another 
reparation payment. It is these things, 
fundamentally, which brought the situa- 
tion to a head. The immediate remedies 
needed, therefore, were financial, and it 
was these remedies that were sought. 


IMPORTANCE OF PUBLIC VIEWPOINT 


There is another point which has been 
brought into relief by the developments 
in Germany and that is the great im- 
portance of the public point of view in 
connection with financial matters, es- 
pecially with banking. In so far as can 
be judged from a perusal of the public 
press, the larger German banks were 
and are intrinsically sound. But they 
found their liquidity seriously impaired 
because of fears in the public mind both 
at home and abroad. While it is as- 
sumed in banking that any given de- 
mand deposit will be paid on request, it 
is not in any manner assumed that all 
demand deposits or even a very large 
proportion of them, especially in banks 
throughout a given country, will be 
called for at one and the same time. If 
the German public at home and abroad 
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had continued to have confidence in the 
existing institutions the crisis might 
have been forestalled or at least mitigated 
to a very considerable degree. Obviously, 
this “if” is quite contrary to what it was 
reasonable to hope for under the cir- 
cumstances. It is not to be expected 
that any definite solution of the problem 
will be found until public confidence is 
again restored. Hence this restoration 
of public confidence becomes a major 
objective. It is unreasonable, however, 
to expect this until concrete evidence is 
at hand of a situation which will justify 
a more optimistic attitude. 

This leads at once to a consideration 
of a point which has received less atten- 
tion in the press than it deserves, namely 
the marked change in attitude on the 
part of the United States Government. 
When President Hoover made his pro- 
posal to suspend all reparation and inter- 
allied debt payments for the period of 
one year, he gave tacit acknowledgment 
to a fact that has heretofore been ofh- 
cially denied ever since the end of the 
Wilson administration. That fact is 
that there is a direct practical connec- 
tion between reparations and the inter- 
allied debts. From the legal point of 
view it is clear that this attitude on the 
part of our Government was correct. 
But from an economic standpoint the 
position at Washington prior to Presi- 
dent Hoover’s proposal was unsound. 
There is a direct and unescapable con- 
nection between these debts when viewed 
in the light of economics. This is, of 
course, quite a different thing from say- 


ing that all reparation payments and 
inter-aliied debts should be cancelled. It 
does mean that they must all be con- 
sidered at the same time and an arrange- 
ment made that will be as reasonable 
and as equitable to all concerned as pos- 


sible. 
CHANGE IN ATTITUDE AT WASHINGTON 


The changed attitude of the United 
States Government is, therefore, most 
significant for it indicates a possibility 
which amounts almost to a likelihood 
that there will be another conference, 
this time covering inter-allied debts as 
well as reparations; a conference which 
will work out a new agreement to re- 
place the Young Plan and the existing 
arrangements between the United States 
and the several allied nations of Europe. 
Opinions may differ as to the exact out- 
come of such a conference, but most 
close students of this situation are in 
accord upon the probability of such a 
conference being held. 

In this connection, it is interesting to 
observe the gradual evolution in the at- 
titude of our two great political parties. 
In the nineties, and particularly after 
the Spanish-American War, the Re 
publican party was the one which wished 
to see the country take an increasing 
part in international affairs. It so hap- 
pened that the Democratic party was in 
control in Washington at the time of our 
entrance into the World War and was 
still in power at the time of the peace 
conference. As the opposition party, 
the Republicans found it desirable to 
take an attitude opposing our participa: 
tion in international affairs; an attitude 
completely the reverse of the one they 
had assumed for years. Today, how 
ever, there are distinct indications, of 
which the recent Hoover action is the 
most conspicuous, that the Republican 
party is returning once more to its 
former point of view on this subject. 
Because of this change of viewpoint on 
the part of the party now in power 
there is an increasing likelihood of a con 
ference being held for the purpose of 
making another, and let us hope, a final 
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adjustment of the international political 
debts. 


AFFAIRS IN AUSTRIA AND HUNGARY 


The seriousness of conditions in Ger- 
many and the attention which the situa- 
tion there has been receiving in the press, 
has served to obscure the difficulties of 
the present state of affairs in certain 
other countries, notably Austria and 
Hungary. Both of these countries have 
been suffering from conditions similar in 
many respects to those existing in Ger- 
many. The difficulties of the Mercur- 
bank closely following those of the 
Kreditanstalt have left affairs in a du- 
bious if not a precarious state in Austria, 
and they do not appear to be appreciably 
better in Hungary. 

Because of the intimate connection 
existing between the banks and business 
houses of Germany, Austria and Hun- 
gary, a clearing up of the German situa- 
tion will tend to strengthen the two 
latter countries. On the other hand, if 

tmany’s major problems are not 


solved successfully and Germany actually . 


crashes, not only these countries but 


Philadelphia 


Los Angeles 


others in Central and Eastern Europe 
are likely to find themselves in very 
serious difficulties if not in actual bank- 
ruptcy, and Europe will be back again 
to the place it was in in 1921 and the 
immediately succeeding years. 

One of the favorable factors in this 
whole matter is the very seriousness of 
the problem and the probability of in- 
ternational bankruptcy which would fol- 
low a failure to solve it successfully. 
The attention of the world is focused 
on it, and public opinion in most coun- 
tries is insisting that political, business 
and banking leaders shall lay aside their 
bickerings and unite in an effort to find 
a successful solution to the problem at 


hand. 
THE SITUATION IN SOUTH AMERICA 


Because attention has been focused on 
Europe, financial conditions in the other 
parts of the world have received less at- 
tention than they merit. Chile, for ex- 
ample, appears to be finding marked 
difficulties in handling her financial ob- 
ligations. The gradual decline in the 
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price of her bonds is tangible evidence 
of the growing skepticism on the part 
of investors in this country in regard to 
her capacity to pay. This situation is 
due in part to the relatively heavy 
funded debt of the country, most of 
which is owed abroad, combined with 
the low price of her principal products, 
nitrates and copper. The recent failure 
to arrange the nitrate cartel with the 
artificial producers of nitrates has not 
helped her out. It would be most re- 
grettable to see a default on the part of 
Chile, for her government has a long 
record of punctual debt payments and 
strenuous efforts have been and are be- 
ing made by the present government to 
meet existing obligations. The observer 
who is familiar with Chile and who has 
watched developments during recent 
months cannot, however, be oblivious to 
the dangers of a default. 

Brazil has been in a precarious situa- 
tion for so long that this is now an old 
storv. In spite of the fact that a start 
has been made in the destruction of ex- 
cess stocks of coffee, little has been ac- 
complished toward restoring sound con- 
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ditions in that country, and there is a 
strong probability of further difficulties 
there. 

These rather pessimistic paragraphs 
have been written not because the situa’ 
tion appears to be hopeless but to draw 
attention to the interests of American 
banking in a solution to the problems of 
other countries. Not only are many 
foreign dollar bonds held by banks 
throughout the country, but many do- 
mestic securities as well of companies 
whose prosperity, and hence the strength 
of whose bonds, depends directly or in 
directly on the revival of our trade with 
other countries. This revival cannot 
come until there is confidence within this 
country and in the other countries them: 
selves that the situation is under con- 
trol. It is very much to the self-interest 
of American banking, therefore, to take 
an intelligent interest in financial de- 
velopments abroad and to be ready to 
aid really constructive measures when’ 
ever they are undertaken. It is also to 
the interest of the American banker to 
refrain from lending his support, whether 
by the purchase of securities or the 
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granting of credits, or by other means, 
where circumstances do not justify his 
favorable consideration. 


A HOPEFUL SIGN ON THE HORIZON 


One of the most hopeful signs on the 
horizon is a renewed and a more in- 
telligent interest in foreign conditions 
on the part of the American public 
along the eastern seaboard. The Middle 
West, with its attention focused on the 
low price of wheat and other problems 
directly connected therewith still needs 
to be awakened to its own self-interest in 


international financial affairs, for with 
wheat, perhaps more than with any 
other single commodity, price is an in- 
ternational factor. 

East or West, at the present time, 
from an investment point of view, the 
banking community has a personal and 
vital interest in financial development 
abroad, and especially in Germany. It 
is very much to be hoped that, within 
the next month, constructive measures 
will have been outlined in sufficient de- 
tail to warrant critical analysis of the 
situation in that country and in the rest 
of Europe. 


Financing in 1931 


Total financing, including bonds and 
notes and stock issues, for groups, as 
publicly advertised during the first five 


Bonds & Notes Stocks 


months of 1931, 1930 and 1929. Com- 
piled by Otto P. Schwarzchild, National 
Statistical Service, New York. 
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OREGON AUTO GAMP ASSN 


Mee Vous? 
of Mmeriea 


An organized gang of thieves were steal- 
ing from tourists at the various auto 
camps in Portland, Oregon, last year. 
Jewelry, money, Travelers Cheques, and 
other articles of value were continually 
being pilfered. The secret service staff 
of the American Express was notified 
and their organized efforts in tracing 
the cashing of the stolen Travelers 
Cheques led to the apprehension of the 
thieves who were sentenced to serve 
from one to twenty years in the Utah 
State Penitentiary. 


A resolution was adopted by the Oregon 
Auto Camp Association on Nov. 21 and 
22, 1930, in part as follows: Whereas: 
tourists know the protection afforded by 
Travelers Cheques; and Whereas: only 
recently the American Express Company 
has been instrumental in securing the 
prosecution of thieves who entered upon 
the grounds of various of our member- 
ship camps in Portland, Oregon, and 
stole from tourists therein articles of 


value, including jewelry, money and 
Travelers Cheques; Now, therefore, 


Be It Resolved: that we extend to the 
American Express Company our thanks 
and commend their efforts in bringing 
about the prosecution of those guilty of 
pilfering and thievery in auto camps, 
and that we recommend to all banks 
operating in the State of Oregon and 
elsewhere that they acquaint the tourist 
or traveler with the service rendered by 
the American Express Company, and 
that we recommend to all banks the sale 
of American Express Company Cheques 
to those making inquiry concerning 
Travelers Cheques; and we further rec- 
ommend to the traveler and tourist that 
he purchase American Express Company 
Travelers Cheques as a protection from 
loss sustained by reason of thievery, in 
that the American Express Company 
gives personal service at the time of the 
loss of its Cheques either by thievery or 
through loss, and by reason of the fact 
that the American Express Company 
gives immediate assistance and refund 
in either of such events. 


And Be It Further Resolved: that we 
recommend to the public the use of 
American Express Company's Travelers 
Cheques by reason of the personal ser- 
vice rendered and the protection given 
to those using Travelers Cheques. 


accepted the world over 
AMERICAN EXPRESS 
Travelers cheques 
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Steamship Tickets, Hotel 
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EXECUTORS LIABLE IN RETAIN- 
ING CORPORATE STOCK 


Estate of George K. Garvin, New York 
Court of Appeals, New York 
Law Journal, June 20, 1931 


NE of the first duties of an ex- 
() ecutor is to dispose promptly of 

speculative securities, such as 
shares of common stock of a corpora- 
tion. His failure to do so may lead to 
personal liability in the event of shrink- 
age in value. 

Where an executor retains corporate 
stock, pursuant to the expressed wish of 
the testator, he will not be held respon- 
sible for any loss, at least to an adult 
beneficiary who has acquiesced in the 
retention of the stock. But, even in 
such circumstances, the executor will be 
liable to a minor beneficiary. 


OPINION OF THE COURT 


Corporate stock appraised at the date 
of the testator’s death at a value of $200 
per share was held by the executors until 
it became valueless. Their course was 
dictated or at least influenced by the ex- 
pressed wish of the testator that the 
stock should be held as part of a trust 
fund. Towards the widow, who was a 
beneficiary of the trust fund, and who 
acquiesced in, if indeed she did not en- 
courage retention of the securities, fail- 
ure to sell was a misfortune, not a 
wrong. So the appellate division held. 
It also held that towards the testator’s 
infant daughter, who was entitled to a 
one-ninth share of the estate, the execu- 
tors were under a duty to sell the stock 
within a reasonable time, and that in 
the exercise of reasonable care the execu- 


tors could and should have sold the 
stock at the price of $200 per share not 
later than May 10, 1920. Though per- 
haps a trier of the facts might have 
reached opposite conclusions, the find- 
ings of the appellate division are not 
against the weight of evidence. 
Payment by the executors to the in- 
fant must be confined to the amount the 
infant would have received if the stock 
had been sold at the price of $200 per 
share on May 10, 1920. Her share of 
the estate has been fixed at the sum of 
$22,353, and the executors have been 
directed to pay her that amount, with 
interest from May 10, 1920. The Fed- 
eral estate tax was a charge upon the 
entire estate, and if the stock had been 
sold the infant’s share would have been 
reduced by a proportionate part of the 
tax. If deduction has not been made in 
the decree for the proportionate part of 
the tax assessed against the estate, in- 
cluding the taxes which have not been 
paid and are perhaps not collectible, then 
such deduction should now be made. 
The infant has received income de- 
rived from dividends paid to the estate 
on the corporate stock held by it. To 
the extent that such income was derived 
from dividends, which accrued to the 
estate after May 10, 1920, the infant 
has profited by the retention of the stock. 
That profit must be offset against the in- 
terest which the executors have been di- 
rected to pay, and the decree must be 
modified accordingly. The infant was 
entitled to a proportionate part of the 
dividends which accrued upon the stock 
before that date either as an accretion 
to her share of the estate or as income 
thereon. Income derived from such 
dividends should be offset against interest 
only if the sum which the executors have 


163 





CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


Statement of Condition 
at close of business, June 30, 1931 


RESOURCES 


Loans and Discounts . “et ee 6 we SS ae 
Federal Reserve Bank Stock ee _— 420,000.00 
Stock in Commercial Fireproof Building Co.— 

Head Office Building . . ; 383,825.00 
Bank Premises, Furniture and Fixtures, ‘and 

Safe Deposit Vaults (including Branches) -  1,698,603.80 
Other Real Estate Owned . . .  1,569,137.26 
Customers’ Liability under Letters of Credit 

and Acceptances . . . 3,242,541.14 
Redemption Fund with U. S. Times 7 37,500.00 
Other Resources . . a 684,950.47 
CASH AND EXCHANGE . | $22,784,109.57 
U. S. Govt. Bonps and 

TREASURY CERTIFICATES 10,526,305.68 
County, MuNICcIPAL 

and OTHER Bonps . 14,491,753.31 47,802,168.56 


TOTAL .... +++ + © + §$127,920,256.00 


LIABILITIES 


Capledl Seock 2. =. tw st te ew ow oe S$ SURO 
Surplus . . i-me~. cee ee ee 
Undivided Profits . ie 2 ee ee 
Dividend Payable July 1, BG Ss 250,000.00 
Reserved for Taxes, Interest, ee ne 179,450.93 
Discount Collected-—Unearned . i a oe 75,928.52 
Circulation . . —" 750,000.00 
Letters of Credit and Liability ; as Acceptor 

or Endorser on Acceptances and Foreign Bills 3,531,428.43 
ee +». = + «+ * +. 3,760.95 
6) 66 Se | kh 
BOER sce ees e so « See 


Assets of the Citizens National Company, owned by the stockholders of the 
Citizens National Trust & Savings Bank, not included in above statement 


The CITIZENS offers careful attention to all service 
required by correspondents. 





THE BANKERS MAGAZINE 


been directed to pay includes such in- 
come aS an accretion to the infant's 
share of the estate. 

Even though the Surrogate’s Court 
Act does not specificially authorize the 
court to charge the executors personally 
with costs and allowance, it has the 
power to impose that charge against 
them as an expense caused by their 
wrong (see Matter of Hidden, 243 N. 
Y. 499). 


PAYMENT OF GUARDIAN’S 
CHECKS CONTRARY 
TO AGREEMENT 


Abilene State Bank v. United States 
Fidelity & Guaranty Co., Court 
of Civil Appeals of Texas, 37 
S. W. Rep. (2d) 815 


A bank which pays out funds de- 
posited by a guardian contrary to an 
agreement that payment shall be made 
only on checks signed by the guardian 
and countersigned by an agent of a 
surety on the guardian’s bond may be 
required to pay to the surety the 
amounts so paid out in the event that 
the guardian misappropriates the money. 

It appeared that S. R. Stanage was 
appointed guardian of the person and 
estate of U. D. Garrison, an incompetent. 
The plaintiff guaranty company became 
surety on Stanage’s bond. Stanage 
agreed with the guaranty company that 
the defendant bank should be used as a 
depository of funds coming into his 
hands as guardian and that such funds 
should be paid out only on checks signed 
by himself as guardian and counter: 
signed by P. §. Kauffman, Jr., an agent 
of the plaintiff. Subsequently the bank 
paid certain checks drawn by the 
guardian and signed by the guardian 
only. 

The guardianship proceedings were 
subsequently declared to be void and the 
plaintiff company was obliged to refund 
to Garrison the amounts paid out on 
the checks signed by Stanage alone. It 
was held that the defendant bank was 
liable to the plaintiff company for the 
amount of such checks. 
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OPINION OF THE COURT (IN PART) 


Under the facts of the case the bank 
undoubtedly should have retained the 
funds and delivered them on demand to 
Garrison. It did not do so, and regard- 
less of what it might have done, this 
particular fund was, on demand of Stin- 
son, actually refunded by the surety 
company to him, who, under order of 
the court, paid it directly to the right- 
ful owner, Garrison. Under these cir- 
cumstances, Garrison could not recover 
this amount from the bank, since he has 
not been injured by what occurred. 

Had Garrison sued the guardian, 
Stanage, and the surety company for 
the $178.51 converted by said guardian, 
they would not be heard to defend on 
the ground of alleged invalidity of the 
guardianship proceedings, and thereby 
escape liability for the misappropriation 
of funds which came into the hands of 
the guardian under and by virtue of said 
proceedings, and the bond executed by 
the surety company Portis v. Cum- 
mings, 21 Tex. 266; Minchew et al. v. 
Case (Tex. Civ. App.) 143 S. W. 366; 
Moore et al. v. Hanscom (Tex. Civ. 
App.) 103 S. W..665; Frenkel v. Cad- 
dou (Tex. Civ. App.) 40 S. W. 638. 

Upon the same principle and for like 
reasons, the bank, having recognized the 
validity of the proceedings (as did Stan- 
age and the surety), and placed the 
funds to the account of the guardian 
Stanage, and then permitted him to draw 
it out on checks not countersigned, but 
in violation of the three-party agree- 
ment by which the deposit was left with 
the bank, should not be permitted to 
avoid liability to the surety company, 
which made good to Garrison the de- 
falcation rendered possible by the bank’s 
conduct. 

After such notice and agreement, the 
hank was dealing with a joint deposit 
and should at least have observed the 
terms upon which it was made to avoid 
rendering itself liable for the manner in 
which it paid out the same. Columbia 
Finance & Trust Co. v. First Natl 
Bank, 116 Ky. 364, 76 S. W. 156. 
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Also, having accepted the deposit and 
actually passed the same to the account 
of the guardian upon the strength of 
the purported guardianship proceedings, 
and in recognition of the surety com- 
pany’s relation to the fund and the 
estate, the bank should not, under the 
facts alleged and proved in this case, be 
permitted to assert the invalidity of the 
guardianship as a defense to this suit. 
Frenkel v. Caddou (Tex. Civ. App.) 
40 S. W. 638; Willey v. Crocker, 7 
Cal. Unrep. 152, 72 P. 832. 

According to the agreed statement of 
facts and the court’s findings, the funds 
would not have been left with the bank 
had it not recognized the validity of the 
guardianship proceedings and agreed to 
pay out the funds on countersigned 
checks. From such circumstances arose 
the duty on the part of the bank to 
make good to the surety company such 
funds belonging to Garrison, paid out 
on checks not countersigned, and misap- 
propriated by Stanage. 


It is believed that the invalidity of 
the two guardianship proceedings in no 
way affects the rights of the parties to 


this litigation. Garrison had the right 
to demand and recover the misappro- 
priated funds from the bank or from 
Stanage and his surety. The controlling 
fact is that the default has been made 
good to Garrison, regardless of the 
means and agency by which it was done, 
and, having been made good by the 
surety company, who was obligated to 
do so upon the demand of Garrison, the 
surety has a right to recover of the bank 
the $178.51 misappropriated by Stanage 
and paid to him by the bank in violation 
of the agreement alleged. That agree- 
ment, we think, was based upon a sufh- 
cient and valuable consideration. In 
the agreed statement of facts it is said: 
“If said bank had not executed said 
written agreement, the plaintiff, as surety 
on the bond of said S. R. Stanage, would 
have required said guardian to remove 
said funds from said bank, and the con- 
sideration for said agreement was the 
keeping by the guardian of said funds 
on deposit in said bank.” 
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The keeping of the funds and the use 
thereof by the bank, under the mutual 
agreement that it would pay the same 
only on countersigned checks by the 
surety, was a sufficient consideration to 
require the bank’s observance of the 
terms of the agreement. Clement v. 
Producers’ Rfg. Co. (Tex. Com. App.) 
277 S. W. 634. 


LIABILITY OF DIRECTORS RE- 
CEIVING DEPOSIT WHEN 
BANK INSOLVENT 


Ellett v. Newland, Supreme Court of 
Louisiana, 132 So. Rep. 761 


Ordinarily directors and officers of a 
bank are liable for the consequences of 
their mismanagement or maladministra- 
tion to the bank only and not to deposi- 
tors or other creditors. 

But directors, who permit the receipt 
of deposits, at a time when they know, 
or should know that the bank is insol- 
vent, or in a failing condition, will be 
held liable directly to the depositors. 

In this case the lower court granted a 
motion to dismiss the suit on the ground 
that the liability of the defendants, if 
any, was to the bank itself and not to 
the depositors. This ruling was reversed 
by the Supreme Court and the case has 
not yet had a trial on its merits. 


OPINION OF THE COURT (IN PART) 


Banking corporations are managed 
and controlled by their directors and 
officers, who are agents of the corpora- 
tion. For any loss resulting from their 
negligent management of its affairs or 
from their maladministration, the direc- 
tors must answer to the corporation and 
not to the depositors or other creditors. 

Counsel for defendants, in support of 
their contention that plaintiffs’ petition 
sets out no right or cause of action, cite 
the case of Allen et al. v. Cochran et 
al.. 160 La. 425, 107 So. 292, 294, 50 
A. L. R. 459, where the court said that 
the officers and directors were but the 
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agents of the corporation and “as the 
directors are the agents of the bank, they 
are not responsible to third persons for 
mere negligence of duty or nonfeasance 
toward their principal.” 

In that case the depositors lost on ac- 
count of the failure of the bank and 
sued the officers and directors to recover 
their loss, charging them with negli- 
gence, inefficiency, and omissions of 
duty in their conduct of the affairs of 
the bank, which enabled the cashier of 
the bank to embezzle its funds and wreck 
the institution. Plaintiffs did not allege 
fraud, malfeasance, or actionable deceit 
on the part of the directors. 

Plaintiffs in the case at bar do not 
allege as their cause of action that their 
loss was occasioned by the negligence 
and inefficient management of the affairs 
of the bank by the officers and directors. 
But they allege that these defendants 
received their deposits, took their money 
into the bank when they knew it was 
insolvent or in failing circumstances, 
which was the grossest kind of malfea- 
a? and deceit and a crime under the 
aw. 


Act No. 108 of 1884 provides that it 
shall be a crime for any director or 
officer of any public or private bank in 
this state to assent to the reception of 
any deposits in such bank “after he shall 
have had knowledge of the fact that it 
is insolvent, or in failing circumstances.” 

Accepting the allegations of plaintiffs’ 
petition for truce, as we must for the 
purpose of this exception, the defendants 
in their dealings with plaintiffs have 
knowingly committed a wrongful crimi- 
nal act, as a result of which plaintiffs 
have suffered hurt and injury and have 
been damaged to the extent of their loss. 

Plaintiffs do not allege as their cause 
of action that their loss was due to the 
failure of the bank, but, on the contrary, 
that it was due to the wrongful and 
criminal act of these defendants in re- 
ceiving their deposits when they knew 
that the bank was insolvent. 

No man would deposit his money in a 
bank which he knew to be insolvent or 
in failing circumstances. The officers 


and directors of a bank are the ones 
whose duty it is to know and who do 
The keep- 


169 


know its financial condition. 
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ing of a bank open is an invitation to 
the public to make deposits. The officers 
and directors owe to the public the duty 
of refusing to accept deposits when they 
know that a depositor will be injured 
and damaged. Not only that, when they 
receive deposits knowing that the bank 
is insolvent they commit a felony. In 
view of this fact, the soliciting and re- 
ception of deposits is in a sense a repre- 
sentation that the bank is solvent and 
the officers and directors who solicit and 
receive deposits knowing that the bank is 
insolvent are guilty of deceit and per- 
petrate a fraud. These defendants did 
not in so many words represent that the 
bank was solvent, but their conduct in 
receiving the deposits amounts to the 
same thing. Defendants’ conduct to- 
ward plaintiffs constituted a tort, and, as 
a result of such tortious, criminal act, 
plaintiffs have been damaged to the ex- 
tent of the amount of their losses. 
“Every act whatever of man that 


causes damage to another, obliges him 
by whose fault it happened to repair 
it.” C. C. art. 2315. We think it clear 
that plaintiffs have a cause of action 
under this article. 

Counsel for defendants cite the case 
of Allen et al. v. Cochran et al., supra, 
in support of their contention. But in 
that case the court said, “The officers 
and directors are merely the agents of 
the corporation, and, except for acts of 
malfeasance, they are answerable to it 
alone.” (Italics ours.) These defen- 
dants were guilty of the grossest kind of 
malfeasance. 

“Malfeasance is the doing of an act 
which is wholly wrongful and unlawful, 

the doing of an act which a 
person ought not to do at all.” 5 Words 
and Phrases, First Series, p. 4297. 

They also quote the opening sentence 
of section 103, p. 474, vol. 3, R. C. L., 
to the effect that there is no personal 
liability on the part of directors to de 
positors merely on account of their hav- 
ing assented to the reception of deposits 
with knowledge that the bank was in- 
solvent. The sentence following, how- 
ever, reads as follows: 


“In some jurisdictions statutes have 
made it a criminal offense for officers of 
a bank to receive deposits after they 
have knowledge of the fact that the 
bank is insolvent, and it has been said 
that a bank officer who receives a de- 
posit in violation of the statute is per- 
sonally liable to the depositor for all 
damages proximately resulting.” 


In the case of Baxter v. Coughlin et 
al., 70 Minn. 1, 72 N. W. 797, 798, 
the Supreme Court of Minnesota had 
under consideration a case on all fours 
with the one at bar. 

The statute of that state making it a 
felony for officers and directors of a 
bank to assent to the reception of de- 
posits knowing the bank to be insolvent 
is almost identical with our Act No. 108 
of 1884. The court in that case said: 

“The defendants, in receiving the de- 
posits knowing the bank to be insolvent, 
violated a legal duty, and committed an 
act prohibited by Gen. Laws 1895, c. 
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219, § 2. The purpose of this 
statute is to protect depositors in a bank, 
by punishing the officers for receiving 
deposits when the bank is insolvent. By 
necessary implication, it makes it the 
duty of directors or other officers of the 
bank to refrain from accepting or receiv- 
ing deposits when they know the bank 
to be insolvent. The solvency or in- 
solvency of a bank is a matter peculiarly 
within the knowledge of its directors. 
On the other hand, depositors have no 
means of accurately informing them- 
selves on the subject. They must act 
upon the presumption that the direc- 
tors are not violating the law, by keep- 
ing the bank open for receiving deposits 
when it is insolvent. 

“This case, then, falls within the rule 
that where the statute prohibits the 
doing of any act, or imposes a duty on 
one, for the benefit and protection of 
individuals, if he disobeys the prohibi- 
tion, or neglects to perform the duty, he 
is liable, to those for whose protection 
the statute was enacted, for any dam- 
ages, resulting proximately from such 
disobedience.” 


In this case the lower court granted* 
a motion to dismiss the suit on the,, 
ground that the liability of the defen- 
dants, if any, was to the bank itself and 
not to the depositors. This ruling was 
reversed by the Supreme Court and the 
case has not yet had a trial on its merits. 


BANK TRUSTEE NOT LIABLE FOR 
FAILURE TO RECORD 
MORTGAGE 


Benton v. Safe Deposit Bank of Potts- 
ville, Pa., Court of Appeals of New 
York, 174 N. E. Rep. 648 


The plaintiff purchased two one 
thousand dollar notes, which were 
secured by a collateral trust agreement 
in which the defendant bank was named 
as trustee. The agreement specifically 
provided that it should not be a part of 
the trustee’s duty to record the agree- 
ment and also provided that the trustee 
should not be liable for any loss or dam- 
age except for its gross negligence or 
willful default. The mortgage was not 
recorded and the notes were not paid. 
The plaintiff brought this action against 
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the trustee contending that the loss 
which he sustained was due to the trus- 
tee’s negligence in failing to record the 
mortgage. It was held that, under the 
provisions of the trust agreement, the de- 
fendant was not liable. 


Appeal from Supreme Court, Appel- 
late Division, First Department. 

Action by Charles A. Benton against 
Safe Deposit Bank of Pottsville, Pa. 
From a judgment of the Appellate Divi- 
sion (229 App. Div. 851, 243 N. Y. S. 
806), affirming a judgment of the Trial 
Term, on a verdict directed for plaintiff, 
a jury being waived, defendant appeals. 

Reversed, and complaint dismissed. 


OPINION OF THE COURT 


CRANE, J.—The liability to bond- 
holders of a trustee under a trust mort- 
gage for failure to record the mortgage 
is the question brought up for review 
by this appeal. The plaintiff is the 
holder of two first and collateral trust 
mortgage 6 per cent. gold notes of the 
Kresge Coal Company, payable Novem- 
ber 1, 1923. The coal company is a 
corporation organized and existing under 
the laws of the state of Delaware, and 
the Safe Deposit Bank of Pottsville, Pa., 
is a corporation existing under and by 
virtue of the laws of that state, having 
its principal office and place of business 
at Pottsville. The notes held by the 
plaintiff are a part of a total authorized 
issue of notes numbered from 1 to 100, 
inclusive, made by the said Kresge Coal 
Company, aggregating the total prin- 
cipal sum of $100,000, and containing 
on their face the recital: “Which notes 
have been issued under and are equally 
and ratably secured without privilege, 
Priority or distinction by a Collateral 
Trust Agreement made by the Company 
to the Safe Deposit Bank of Pottsville, 
Trustee, dated April 16, 1923, to which 
reference is hereby made with the same 
effect as if herein fully set forth, which 
Collateral Trust Agreement is duly 
recorded and is a lien on all the prop- 
erty, plant, equipment, and other assets 
of the Company, and subject to all of 
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the terms of which Collateral Trust 
Agreement this note is issued and held.” 
The note is signed by the officers of the 
Kresge Coal Company, and contains the 
indorsement of the trustee as follows: 


“Trustee’s Certificate 


“This note is one of the notes secured 
by the within mentioned Collateral 
Trust Agreement. 

“Safe Deposit Bank of Pottsville, 
Trustee.” 

Turning to the mortgage to determine 
the duties and obligations assumed by 
the trustee, we find it the usual lengthy 
instrument containing the following per- 
tinent paragraphs: 

“First. No note issued hereunder 
shall have any validity or be binding in 
any manner whatsoever unless the cer- 
tificate of the Trustee shall have been 
endorsed thereon, which certificate shall 
be as above recited. 

“Twenty-first. : 

“(b) The Trustee, save for 
its gross negligence or wilful default, 
shall not be personally iiable for any 
loss or damage. . . . 

“(e) Only such notes as shall have 
endorsed thereon a certificate in sub 
stantially the form hereinbefore recited,’ 
duly signed by the Trustee, shall be of 
the said series of notes. Such certificate 
shall be only for the purpose of identi- 
fication of the said notes as of said series, 
payment whereof is intended to be 
secured by this mortgage, and Trustee 
shall not be responsible for the execution 
of said notes or of this mortgage, or for 
the title of Coal Company to the prop- 
erty, premises or rights described herein, 
or for the validity or priority of the lien 
or charge purporting to be hereby 
created, or for the sufficiency of the 
security provided herein, or for the. 
genuineness, validity or value of any 
property or securities which may at any 
time become subject to this Indenture. 


“(h) It shall be no part of the duty 
of the Trustee to record this instrument 
as a mortgage or convevance of real or 
personal estate, or to file or record the 
same as a chattel mortgage, to re-file or 
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the investment is taken care of by this Company under the terms of its 
guarantee. Interest checks are mailed so as to arrive promptly on the 
day they are due. 
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renew the same, or to procure any 
further, other or additional instruments 
or further assurance, or to do any other 
act for the continuance of the lien of 
this Indenture. ne 


The mortgage was not recorded, and 
the notes, not having been paid, the 
plaintiff has sued the trustee for its neg- 
ligence in failing to have the mortgage 
placed on record, and has recovered 
the face value of his notes, with interest. 
In purchasing the notes, the plaintiff 
relied upon no false or fraudulent rep- 
resentations made by the trustee which 
would present an entirely different case. 
Doyle v. Chatham & Phenix Nat. Bank, 
253 N. Y. 369, 171 N. E. 574. Neither 
does the plaintiff claim to have been 
misled or deceived by the form or word- 
ing of the trustee’s certificate, indorsed 
on the notes. That merely stated that 
the note was one of the series secured 
by the collateral trust agreement men- 
tioned on the face of the note. A refer- 
ence to that agreement shows that the 
trustee undertook to certify to identifica- 


tion only, and not to the validity or 


security of the note. The judgment 
which the plaintiff has recovered rests 
entirely upon the theory that it was a 
duty of the trustee which it owed to 
the noteholders to see that the mortgage 
was recorded, and that the failure to 
record the mortgage was the neglect and 
carelessness of the trustee, for which it 
is liable to those noteholders, including 
the plaintiff, who have suffered damage 
thereby. 

The duty of the trustee is measured 
and limited by its agreement. This, as 
we see by the above quotations, ex- 
empted it from liability except for gross 
negligence or wilful default, and stated 
that the trustee was under no duty to 
tecord the instrument. Such agreements 
are legal and binding unless they are 
contrary to some statute or against the 
public policy of the state. We can see 
no reason why such an agreement is not 
binding upon the mortgagor and the 
trustee, and those who have purchased 
the notes with notice of the mortgage 
and opportunitv to fully examine its 
terms and conditions. 
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This mortgage was made and executed 
in Pennsylvania. The notes were issued 
and payable in Pottsville, Pa. The law 
of Pennsylvania applies to these con- 
tracts: The general rule that 
a contract made in one State and to be 
performed there is governed by the law 
of that State, and the further rule, which 
is a logical result, that a defense or dis- 
charge, good by the law of the place 
where the contract is made or to be per- 
formed, is to be held, in most cases, of 
equal validity elsewhere.” Graham v. 
First Nat. Bank of Norfolk, 84 N. Y. 
393, 401, 38 Am. Rep. 528; Curtis v. 
Delaware, L. & W.R. Co., 74 N. Y. 
116, 120, 30 Am. Rep. 271. As to neg- 
ligence, the law of the place where the 
negligent act was committed or liability 
arose likewise governs. Fitzpatrick v. 
International Ry. Co., 252 N. Y. 127, 
169 N. E. 112, 68 A. L. R. 801; Ameri- 
can Law Institute, Restatement, Conflict 
of Laws, §§ 411-420. 

By the law of the state of Pennsyl- 
vania, no liability would attach to this 
trustee by reason of the alleged negli- 
gence; the contract specifying its duties 
and obligations as well as its liability is 
legal. Bell v. Title Trust & Guarantee 
Co. of Johnstown, 292 Pa. 228, 235, 
140 A. 900, 902, 57 A. L. R. 463; 
Byers v. Union Trust Co., 175 Pa. 318, 
34 A. 629. In the Bell Case the court 
had before it a similar mortgage with a 
like certificate indorsed by the trustee. 
The mortgage was not recorded, but the 
court said: “That requirement was not 
an affair of the trustee, as under the gen- 
eral rule a trustee's certificate, that is 
silent as to recording, does not render 
the trustee liable in case the mortgage is 
not recorded. Learning that 
there was such a mortgage as described 
in the bonds, a casual investigation 
would have developed the fact that this 
instrument was not on record, and that 
information, available to him [the pur- 
chaser} before he paid for the securities, 
would have alone been sufficient to put 
him on his guard. . His position 
is still more weakened by the fact that 
by the terms of the mortgage itself, as 
shown by quotations from it in appellee's 
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afhdavit of defense, the trustee was defi- 
nitely made exempt trom responsibility 
as to the validity of the bonds or the 
disposition of the trust mortgage. The 
instrument distinctly declares that the 
‘trustee shall not be under any obliga- 
tion to see to the recording of this in- 
denture or of any other instrument of 
further issuance’; and, further, that the 
‘authentication (the certificate) of any 
bond by the trustee shall not be taken 
to be any guaranty as to the character, 
status, or security of such bond, but only 
that it is in fact one of the bonds issued 
hereunder,’ and the trustee was not to 
assume responsibility for the correctness 
of the recitals and statements in the 
trust mortgage.” 

As this action has been brought in the 
state of New York, the courts below 
have been of the opinion that these pro- 
visions of the trustee’s agreement reliev- 
ing the trustee from the duty of record- 
ing the instrument and from its negli- 
gence were against the public policy of 
this state. We do not see how this can 
be, especially in view of the fact that 
this state, contrary to most other juris- 
dictions, has sanctioned agreements ex- 
empting carriers from liability for negli- 
gence (Nelson v. Hudson River R. Co., 
48 N. Y. 498; Cragin v. New York 
Cent. R. Co., 51 N. Y. 61, 10 Am. Rep. 
559); a doctrine somewhat limited by 
our recent decision in Straus & Co. v. 
Canadian Pacific Ry Co., 254 N. Y. 
407, 173 N. E. 564. Unless there is 
something immoral or fundamentally 
unjust in the arrangement, there is no 
policy of our state which forbids the 
enforcement of contracts or agreements 
which are legal according to the law of 
the place of performance. Loucks v. 
Standard Oil Co. of New York, 224 N. 
Y. 99, page 111, 120 N. E. 198; Milli- 
ken v. Pratt, 125 Mass. 374, 28 Am. 
Rep. 241; Shaw v. Postal Telegraph & 
Cable Co., 79 Miss. 670, 31 So. 222, 56 
L. R. A. 486, 89 Am.. St. Rep. 666; 
Hughes v. Pennsylvania R. Co., 202 Pa. 
222,51 A. 990, 63 L. R. A. 513, 97 Am. 
St. Rep. 713; International Harvester 
Co. of America v. McAdam, 142 Wis. 
114, 124 N. W. 1042, 26 L. BR. A. (N. 
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S.) 774, 20 Ann. Cas. 614; Knowlton 
v. Erie K. Co., 19 Ohio St. 260, 2 Am. 
Rep. 395. 

in the absence of any gross or wil- 
ful negligence, there was nothing im- 
moral about this trustee’s agreement. 
Considering its slight financial interest in 
the transaction, the bank was merely 
prudent and cautious in limiting its 
liability and defining its duties. The 
plaintiff could have ascertained all the 
facts upon inquiry; nothing was hidden 
or concealed. Such agreements have 
been recognized by the courts. Brown- 
ing v. Fidelity Trust Co. (C. C. A.) 
250 F. 321. Even those jurisdictions 
which do not recognize contracts ex- 
empting one from liability for negligence 
limit the rule to a certain class of cases. 
Santa Fe, P. & P. R. Co. v. Grant Bros. 
Const; Co, 278 U S. 177; 33 3. Ce 
474, 57 L. Ed. 787. 

The judgments should be reversed, 
and the complaint dismissed, with costs 
in all courts. 


SURVIVOR ENTITLED TO TRUST 
DEPOSIT 


In re Collins’ Estate, New York Surro- 
gate’s Court, 249 N. Y. Supp. 291 


Where a woman deposits money in a 
savings bank in her name, in trust for 
her husband, she retaining possession of 
the passbook, she will be entitled to the 
fund on the death of her husband. The 
fact that the husband’s executor, sub- 
sequent to the husband’s death, obtains 
possession of the passbook, is immaterial. 


Petition by Mary A. Collins, widow 
of Samuel C. Collins, deceased, for de- 
termination of right to possession of 
bank books and to revoke trusts therein 
by withdrawing deposits, opposed by 
decedent’s executors. 

Petition granted. 


OPINION OF THE COURT 


PELLETREAU, S.—Samuel C. Col- 
lins and Mary A. Collins were husband 
and wife residing in Riverhead. The 
said Samuel C. Collins had a position 






. 
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or employment in New York City con- 
tinuously for many years, coming to 
Riverhead week-ends until the ater 
years of his life, when he resided in 
Riverhead continuously. They had no 
children, and said Samuel C. Collins died 
November 26, 1929. During his life- 
time, there was deposited various sums 
of money by Mary A. Collins in the 
Riverhead Savings Bank in the name of 
“Mary A. Collins in trust for Samuel 
C. Collins.” On January 2, 1929, the 
account with interest accumulated there- 
on amounted to $3393.51. Under like 
conditions she also deposited in the 
Suffolk County Trust Company various 
amounts in the name of “Mary A. Col- 
lins in trust for Samuel C. Collins”; 
the account with interest thereon March 
7, 1929, was $6689.76. She likewise de- 
posited in the Suffolk County Trust 
Company another account in the name 
of Mary A. Collins on which there is a 
halance of $77.10. Passbooks were 
issued for each of the said accounts. 
The said Mary A. Collins is still living. 
These books were kept in a tin box in 
the home of Mr. and Mrs. Collins. 
When Mr. Collins died, the said box 
and contents remained in Mrs. Collins’ 
home. She is 78 years of age and feeble. 
Some time after the death of Mr. Col- 
lins, the executors of his will came to 
Mrs. Collins’ house and obtained said 
tin box containing the aforesaid bank 
books or passbooks. Under the cirsum- 
stances in which the said books passed 
into the possession of the executors of 
the estate of Mr. Collins, I do not con- 
sider that Mrs. Collins by that fact 
alone relinquished or surrendered any 
rights in said bank accounts. 

The question arises as to the owner- 
ship of the bank accounts. Prior to 
1904 there was much _ conflicting 
authority upon the subject of trust ac- 
counts in banks. In that year the Court 


of Appeals in Matter of Totten, 179 
N. Y. 112, 71 N. E. 748, 70 L. R. A. 
711, 1 Ann. Cas. 900, established a gen- 
eral rule and clarified the situation. On 
page 125 of 179 N. Y., 71 Ny E. 748, 
752, Judge Vann wrote: “While we 
have considered, we do not cite, the 


numerous cases decided by the Supreme 
Court bearing upon the question, owing 
to the conflict in the opinions of learned 
justices in different appellate divisions. 
it is necessary for us to settle the con- 
flict by laying down such a rule as will 
best promote the interests of all the 
people in the state. After much reflec: 
tion upon the subject, guided by the 
principles established by our former deci- 
sions, we announce the following as our 
conclusion: A deposit by one person of 
his own money in his own name as trus- 
tee for another, standing alone, does not 
establish an irrevocable trust during the 
lifetime of the depositor. It is a tenta- 
tive trust merely, revocable at will, until 
the depositor dies or completes the gift 
in his lifetime by some unequivocal act 
or declaration, such as delivery of the | 
passbook or notice to the beneficiary. 
In case the depositor dies before the 
beneficiary without revocation, or some 
decisive act or declaration of disaffirm- 
ance, the presumption arises that an 
absolute trust was created as to the bal- 
ance on hand at the death of the deposi- 
tor.” 

The authorities submitted in behalf 
of the executors of the will of Samuel 
C. Collins are of various dates prior to 
1904. Under all circumstances, I con’ 
sider the trust accounts tentative only, 
and revocable at will of Mary A. Col- 
lins. She put the money in the bank, 
and she was and is the trustee. She did 
not and has not surrendered her rights. 
The trust being tentative and not irre- 
vocable, Mary A. Collins, in my opinion, 
could and still can revoke the trust. Had 
the depositor died before the beneficiary 
without revocation, the trust would have 
become absolute as to the balance on 
hand at her death. I consider Matter 
of Totten, supra, controlling. The prin- 
ciple there established is restated and 
amplified in Tierney v. Fitzpatrick, 195 
N. Y. 433, 88 N. E. 750, decided in 
1909, opinion by Judge Willard Bartlett. 

I conclude that the petition of Mary 
A. Collins should be granted; that she 
is entitled to the custody and possession 
of the aforesaid bank books or pass 
books, and can revoke the trusts by with: 
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drawing the money deposited in said 
accounts if she so desires. 

The prayer of the petition is granted. 
Decree accordingly. 


NEGOTIABILITY OF TRADE 
ACCEPTANCE 


Etna Investment Corporation v. Shu- 
man’s Studio, Supreme Court of 
Rhode Island, 154 Atl. Rep. 271 


The negotiability of a trade accep- 
tance is not destroyed by the following 
clause: 


“This obligation is assumed by the 
drawer in consideration of the benefits 
which may flow from the expenditure 
of a fund built from this and similar 
contributions, promises and agreements 
mutually made by others throughout the 
country which fund is to be employed in 
conducting a nation wide campaign to 
advertise and further the interests of 
those engaged in the photographic in- 
dustry. eae 


Exceptions from Superior Court, 
Providence and Bristol Counties; J. 
Jerome Hahn, Judge. 

Action by Z&tna Investment Corpora- 
tion against Shuman’s Studio. Verdict 
was directed for plaintiff, and defendant 
brings exception. 

Exception overruled. 


OPINION OF THE COURT 


-RATHBUN, J.—This is an action in 
assumpsit on six trade acceptances, that 
is, bills drawn by the defendant, con- 
taining a statement of the transaction 
giving rise to the instruments. The case 
is before us on the defendant’s exception 
to the ruling directing a verdict for the 
plaintiff for the face value of the drafts, 
plus interest. 

The six instruments formed a series 
of bills of exchange, called drafts, pay- 
able at intervals of six months. Except 
as to amount and date of pavment the 
other drafts are identical with the one 
first due. the material language of which 
is as follows: 


“Lincoln Trust Co., 
“Name of Payor’s Bank. 


“Providence, R. I. 

“Pay, Dec. 15, 1927 to the order of 
The National Advertising Fund of the 
Photographers Association of America, 
at The Peoples State Bank, Indianapolis, 
Twenty Five Dollars, ($25.00). 

“This obligation is assumed by the 
drawer in consideration of the benefits 
which may flow from the expenditure 
of a fund built from this and similar 
contributions, promises and agreements. 
mutually made by others throughout the 
country which fund is to be employed 
in conducting a nation wide campaign 
to advertise and further the interests of 
those engaged in the photographic in- 
ee «es 

“Obligation accepted by: The Photog- 
raphers Association of America. 


“{Signed} Albert J. Shuman 
“Name of Payor.” 


It appears that the Lincoln Trust 
Company is not the drawee, but merely 
the bank where the drawer keeps his 
funds; and that the drafts were accepted 
by the Photographers’ Association of 
America before they were signed by the 
drawer. See section 144, chap. 227, 
Gen. Laws 1923. 

On June 15, 1927, before the earliest 
maturing draft became due, all of said 
drafts were sold by the payee for a valu- 
able consideration to the plaintiff, which 
contends that it is entitled to the rights 
of a holder in due course. The question 
is whether the drafts are unnegotiable 
by reason of language therein stating the 
transaction which gave rise to the in- 
struments. 

The defendant’s contention is that 
the promise to pay is conditional, and 
therefore that the drafts are unnego- 
tiable. 

Section 9 of chapter 227, Gen. Laws 
1923, provides that: “An unqualified 
order or promise to pay is unconditional 
within the meaning of this chapter, 
though coupled with: A state- 
ment of the transaction which gives rise 
to the instrument.” 
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The order to pay was unqualified; we 
find nothing in the language of the in- 
struments tending to show that payment 
was dependent upon any contingency. 
For authorities holding similar instru- 
ments negotiable, see 37 Yale Law 
Journal, 382; 5 Uniform Laws Ann. 22. 

For the purpose of completing the 
record the defendant was permitted to 
testify that at the time of the signing of 
the instruments the payee’s agent orally 
promised that a portion of the advertis- 


ing would be in local papers. This tes- 
timony was stricken out before the rul- 
ing directing a verdict for the plaintiff. 

There was no evidence that the plain- 
tiff before purchasing had knowledge 
of such oral agreement, and the testi- 
mony to the effect that the plaintiff was 
a holder in due course was undisputed. 

The defendant’s exception is over- 
ruled, and the case is remitted to the 
superior court for the entry of judgment 
on the verdict as directed. 


New York Savings Bank Installs Night 
Depository 


S easy as mailing a letter,” is the 
A in which the New York 
Savings Bank, New York City, 
describes the operation of its recently 
installed night depository, which is said 
to be the first and thus far the only 
night depository installed by a New 
York City savings bank. 

No key or coin is necessary to open 
the door for the purpose of making a 
deposit. The depositor is told merely 
to write his name, address and the 
amount he wishes to deposit on a slip 
of paper; enclose the slip with the 
money and his bank book in an en- 
velope; seal the envelope and drop it 
into the door of the depository, which 
closes automatically. The bank advises 


depositors to reopen the door to make 
sure that the envelope has dropped into 
the burglar-proof vault below the de- 
pository door. 


Two officials of the bank, each of 
whom holds part of the combination to 
the vault, open it in the morning, re- 
move the envelopes, and see that the 
accounts of the depositors are credited 
with the amounts of their deposits. 
Pass books are returned by mail unless 
otherwise requested. 

Deposits are also taken without pass 
books, and in such cases depositors re- 
ceive receipts by mail and the receipts 
are credited to their pass books when 
they visit the bank in person. 

The bank has installed the night de- 
pository, it says, because police statistics 
show that the great majority of rob- 
beries occur at night and over week- 
ends, times when the savings banks are 
not open. To protect its depositors 
from robbery of large sums of money, 
the bank has provided means for them 
to deposit such sums at any time. 
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profitable use of time. One gains 

most by taking note of the present 
and by looking ahead. Still, the con- 
templation of a long and useful life does 
not lack satisfaction. From 1846 to 
1931, a period of eighty-five years, THE 
BANKERS MAGAZINE has been continu- 
ously in the field as a representative of 
the banking interests of the country. 
While it has vigorously championed a 
sound currency and has opposed chi- 
merical schemes like greenbackism and 
free silver, its main purpose has been to 
set forth sound principles and methods 
of bank management. Although our 
immediate banking situation is not such 
as would, apparently, warrant much ex- 
ultation over the success of this effort, it 
is believed that, taking a long view of 
the matter, our banks have vastly im- 
proved since 1846. Numerically and in 
resources they have grown to astonish- 
ing proportions. They are able to 
render a service to the public far beyond 
their power eighty-five years ago. They 
are immeasurably better housed. In 
the face of so many bank failures in 
recent years, it seems presumptuous to 
state that the standard of bank manage- 
ment is now higher than ever before. 
And yet it is believed that this state- 
ment is fully warranted. One test of 
bank management is in the capacity to 
carry out large operations with success. 
That this capacity is now greater than 
at any time in our banking history fully 
appears from the huge operations of our 
banks in domestic and foreign financing. 
American banks have emerged from a 
comparatively obscure state to one of 
leadership in world finance. Another 
test of bank management is that of 
safety. It is true that in the last five 
vears banks have been failing at an un- 
precedented rate. Does this mean that 
our bankers are less honest and efficient 
than in the past? To this question a 
negative answer must be given. Mea- 
sured by the difficulty of their problems 
and the vast increase in their transac- 


[roa backward is not usually a 


tions, the bankers of this country are 
displaying qualities entitling them to the 
highest praise. Of the billions of trust 
funds how paltry have been the losses! 
How few of the mutual savings banks 
have failed! Compared with their turn- 
over in five years, how do the losses of 
failed commercial banks sink into in- 
significance! The increase in the rate 
of bank failures in the United States has 
been due, in the main, to changed busi- 
ness conditions and to the most severe 
economic depression the world has ever 
known. THE BANKERS MAGAZINE, 
therefore, does not admit that its effort 
to help in improving the standard of 
bank management has been in, vain. 
Quite the contrary. But much remains 
to be done before an approximation to 
a perfect standard is reached. Never- 
theless, it is well to remember that, on 
the whole, our bankers are now more 
capable than at any time in our history. 


NOT SELF-PRAISE 


In setting forth some of its achieve- 
ments during its long career THE 
BANKERS MAGAZINE is not indulging in 
self-praise. To begin with, the editorial 
staff at present contains no member who 
was with the infant publication in 1846, 
or even so late as 1893. And it was 
during its earlier years that the founda- 
tions were securely laid on which later 
success has been built. Turn over the 
pages of the bound volumes of a half- 
centuty ago, and you will discover that 
substantially the same general principles 
were upheld then as are advocated now. 
Besides, at no time has the MAGAZINE 
laid any claim to oracular wisdom relat- 
ing to banking. Chiefly, the views ex- 
pressed in its pages have been the re- 
flected experience of the country’s 
leading banking authorities. It has 
merely been the good fortune of THE 
BANKERS MacazINE to be the vehicle 
by means of which these views were 


[Continued on page 185] 
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THE CONSTITUTIONAL TREASURY SYSTEM. 
[ Communicated for the Bankers’ Magazine.] 


You bank men appear to have very inaccurate views of the ground taken 
by those who are desirous to effect a separation of bank and state. [ will, 
therefore, with your consent, present to your readers a few short articles on 
the subject. 

Our first objection to this union is that it is unconstitutional. Whether 
banks of issue, incorporated by the states, are constitutional or not, is a 
question which need not here be discussed. We maintain that even if they 
are, the design of the framers of the constitution is utterly frustrated by 
using banks as fiscal agents. 

The framers of the constitution _ had in view a substantive trea. 
sury, substantial treasure, and a real treasurer; else why did they say, *‘no 
money shall be drawn from the treasury but in consequence of appropria- 
tions made by law.” 

The members of the first Congress as evidently intended to follow up the 
design of the framers of the constitution, for they, by the act to establish a 
Treasury department, passed in 1789, declared that ‘it shall be the duty of 
the Treasurer to receive and keep the moneys of the United States;”? and 
by their first act for raising a revenue, they declared that dues to the govern- 
inent shall be paid in ‘gold and silver coin only.” 

It is much to be regretted that these wise provisions were ever departed 
from. As matters stand at present, we have neither treasure, treasury, nor 
treasurer, in the sense intended by the constitution. A mass of debts due 
to government by banks and individuals, and which may or may not be 
paid, cannot, with any propriety, be called a treasure. Neither can a four- 
story building with empty vaults be called a treasury, without a gross vio- 
tauion of the proprieties of language. Nor can the worthy gentleman who 
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Tur undersigned, subscribers to the Bankers’ Magazine, have carefully examined the plan and exe- orga 

cution of that work, and cordially approve of the manner in which it is conducted , believing that it is in 

a medium of iuteresting and important information, and fully entitled to the support of banking institu. g 
tions throughout the United States. are 
C. C. Jamison, Cashier Bank of Baltimore, R. Micnre, Cashier Union Rank of Maryland, the 


D. Sericc, Cushier Merchants’ Bahk, “ Joun S. Gittixes. President Cicsapcake Bank, 
Jacos Bier, President Murine Bank, “ J. B. Trevor, Cashier Philadelphia Bank, 

J. H. Carter, Cashier Western Bank, “ W. Patton, Jn ,Cashier Farmers and Mech. Bank, 
T. Cnoss, Cashier Commercial andFurmers’ Bank, James Russert, Cashier Bankof Penn Township. 


The undersigned coincide with the opinion above expressed, and cordially unite in recommending the 
Bankers’ Magazine to all banking institutions, as well worthy the attcotion of the presidents, cashiers, 
directors, and officers generally, of the Lanks throughout the United States. 

James Dopp, Cashier Massachusetts Bank, Boston. W. H. Foster, Cushicr Bank of Commerce, Boston. 
E. P. Cuarx, Cashier New England Bank, “*  Cnarues Spracve, Cashier Globe Bank, « 









From a Massachusetts Cashier. —1 read your work with great interest, and I know that have prof- 
ited by it. Lam confident that my success is owing in a great measure to the information which your 















































pages have given me. pen 
has 
I consider your work a very valuable one, and highly deserving the support of bankers, and of the gre 
business community. You have my best wishes for your success. 
J. B. Puumn, Cashier, Albany. for 
April, 1851. pos 
Your periodical is one of the most valuable of the day. to 
; J. S. Gisnons, Cashier Ocean Bank. It 
Apzil, 1851. 
oP; 
Agricultural Bank, Herkimer, N. Y. ex 
We prize the work very highly, and are very desirous of having it complete, that it nay be bound and I 
preserved. The information it contains on the subjects of banking and finance ia invaluable to the che 
banker, the merchant, and the financier. bat 
September 1850. col 
I am surprised to learn that there are so many banks in our State not on your subscription list. Now ent 
I might almost add my amazement that there should be a solitary one. of sound character, not eagerly cu: 
avai'ing itself of a work ao useful and valuable as 1 regard your Magazine. It will give me pleasure to 
promote its circulation by any means in my power. pa 
I heard it very highly spoken of in London when there recently, and especially so by Mr. Gilbart, a | 
whose praise in that regard is worth having. R 
Watts Suersan, Cashier Albany City Bank. . 
April, 1851. to 
Tue Baxxgrs’ Commonptace Boox. — This book consists of a compilation of articles covering the by 
theory and practical operationsof banking. It opens with the “‘ Treatise on Banking,” by A. B. Johnson, th 
the oldest practical banker in America, which was originally published in the Bunkers’ Magazine, twoor be 
three years since, and which elicited wide commendatian. The book is scarcely less valuable to those ¢ 
doing business with banks, than to those engaged in banking. — Spring field Republican. . 
Tas Bankers’ Commonrtace Boox — Phillips, Sampson, & Co., of Boston, have just issued this pI 


work, which must be a useful one to all who are found “ sitting at the tables of the’ money-changers.”” 
Banking, indeed, is now a science, and to be studied like any other profession. We think the members 
cf the fraternity will therefore welcome this work as throwing much light upon the principles by which 





banking should be conducted, and giving also many practical rules. It is a small volume, but certainly cl 
contains a great amount of useful matter. — Albany Register. Vi 
al 

cl 

Facsimile of letters written by subscribers to THE BANKERS MAGAZINE ‘ 


eighty years ago and reproduced in the issue of the magazine for June, 1851- 
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made the common property of the 
bankers of the country. 


AN INDEPENDENT PUBLICATION 


From its very first number until now 
THE BANKERS MAGAZINE has been an 
independent publication. It is not an 
organ. While a representative of bank- 
ing interests in so far as these interests 
are compatible with the public welfare, 
the right to criticise banking policy has 
been jealously maintained and freely 
exercised. The editorial conduct has 
been and remains absolutely unfettered 


SOME MILESTONES OF BANKING AND 
FINANCIAL HISTORY 


At the outset of its career THE 
BANKERS MAGAZINE opposed the Inde- 
pendent Treasury system; that system 
has gone with the oxcart. Later it fought 
greenbackism; it is now a dead and 
forgotten issue. More recently it op- 
posed free silver; that too is relegated 
to the scrap-heap of financial heresies. 
It opposed a single central bank, this 
opposition being based on the country’s 
experience with two institutions of that 
character. Now we have a regional 
banking system, better suited to the 
country’s needs. For years, under pres- 
ent editorial direction, the advocacy of a 
currency based on gold and commercial 
paper was persistently carried on; such 
a currency was provided by the Federal 
Reserve Act. That measure also gave 
to the national banks, as long proposed 
by the MaGazINE, greater equality with 
the state banks. Clearing-house mem- 
bership and examination has been long 
advocated; it is now being extended and 
promises to become universal. Unit 
banking, chains, groups and branches 
have been fully and impartially dis- 
cussed, with full recognition of the ser- 
vice of the independent unit bank but 
also with a realization of the fact that 
changed conditions may call for the 
modification of our banking structure. 
THE BANKERS MaGazINE has favored 
the extension of our banking activities 
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to foreign lands, and this extension is 
now an accomplished fact. 


HELPFUL DEPARTMENTS 


Practical banking has from the first 
occupied a prominent place in THE 
BANKERS MaGAZINE’S contents, every 
phase of bank organization and manage- 
ment being discussed by competent 
banking authorities. Some of these con- 
tributions have passed into book form 
and have thus become a permanent part 
of banking literature. Banking law, and 
bank publicity have also been given a 
prominent place in the publication’s 
pages. A department is regularly main- 
tained devoted to foreign banking and 
finance, a subject of growing importance 
in view of the large share now taken 
by American banks in financing export 
and import trade and in making foreign 
government and commercial loans. 


PROMINENT CONTRIBUTORS 


THE BANKERS MaGazZzINE has been 
fortunate in enlisting among its contrib- 
utors names eminent not only in bank- 
ing and finance but in economics, 
sociology and other fields of thought and 
action. As indicating the freedom of 
discussion permitted, it may be stated 
that hardly any phase of thought on 
topics directly or indirectly relating to 
banking, social and economic subjects, 
has failed of welcome to its pages. 
Capitalists and socialists, gold standard 
and free silver, protectionists and free- 
traders are some of the contending forces 
that have at various times sought to 
establish their point of view in these 
pages. 


WHAT OF THE FUTURE? 


At a crisis in the country’s history, a 
distinguished Virginian declared that he 
knew no way of judging of the future 
but by the past. For several years this 
country’s banking systems have been on 
trial. That ordeal—one of unequalled 
severity—has been safely passed by the 
Federal Reserve System, whose ability 
to extend credit remains unimpaired by 
the trial. And, notwithstanding the 








AMERICA’S OLDEST BANK 





The independent character of this bank 
dates back to its founding in 1784 when 
Alexander Hamilton wrote its constitution 


O LDER than the Nation, The Bank of 
New York and Trust Company con- 
tinues to give sound banking counsel 
and up-to-date service to its clients. 


Since its establishment 147 years ago, 
when Alexander Hamilton wrote its 
constitution, it has believed that in- 
dividual attention to the requirements 
of customers is the first essential for 
commercial banking and trusteeships. 


BANK of NEW YORK 
and TRUST COM PANY 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 


wewvore 48 WALL STREET, NEW YORK 


HOUSE 
a . Uptown Office: Madison Avenue at 63rd Street 
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mortality of banks in recent years, the 
same may be said of our banks as a 
whole. There have been many mergers, 
but hardly a great bank has failed. With 
reviving confidence, the banks generally 
will be in a position to lend freely, and 
will do so beyond doubt. 

As for THE BANKERS MAGAZINE it 
has kept step with American banking for 
eighty-five years. It proposes to keep 


Eighty-Five 
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up with the procession—and if possible 
just a little bit ahead of it—and to con- 
tinue to represent, as it has aimed to do 
in the past, the best in financial thought 
and development. 

In the comparatively short period of 
fifteen years THE BANKERS MAGAZINE 
will have reached its centenary, an event 
to be more elaborately celebrated than 
the present occasion. 


Years Ago 


A List of Banks in Operation Today That Were Already Estab- 
lished When the First Issue of The Bankers Magazine 
Appeared in 1846 


in operation, that were already 
established when the first issue of 
THE BANKERS MaGAZINE appeared in 
1846. The present name of the bank 


Fi operation is a list of banks, now 


is followed by the date indicating the 
year of establishment: 


Connecticut 


Bridgeport Peoples 
Bridgeport 
Danbury National Bank, Danbury ... 

Derby Savings Bank, Derby 

Connecticut River Banking Co., Hart- 
ford 

Phoenix State Bank & Trust Co., 
Hartford 

Society for Savings, Hartford 

Meriden National Bank, Meriden ... 

Middletown National Bank, Middle- 
town 

Middletown Savings Bank, Méiddle- 
town 

Mechanics Bank, New Haven 

New Haven Bank N. B. A., New 
Haven 

New Haven Savings 

Haven 

Natic nal Whaling Bank, New London 

New London City National Bank, 
New London 

Savings Bank of New London, New 
London 


Bank, 


Savings 


Bank, New 


Central Fairfield Trust Co., Norwalk 
Norwich Savings Society, Norwich.. 
Savings Bank of Tolland, Tolland.. 
Windham National Bank, (Willimantic 
Willimantic Savings Institution, Willi- 


Delaware 


Farmers Bank, Dover 

Farmers Bank, Georgetown 

Farmers Bank, Wilmington 

Union National Bank, Wilmington. . 

Wilmington Savings Fund Society, 
Wilmington 


District of Columbia 
National Bank of Washington, Wash- 
ington 
National Metropolitan Bank, Wash- 
Georgia 


Commercial Bank of Waycross, Way- 


Illinois 
Bank of Rushville, Rushville 

Indiana 
A. T. Bowen & Co., Delphi 


Old National Bank -in Evansville, 
Evansville 








CHATHAM) 
pHENIx 


BANK 


AND 


TRUST COMPANY 


Charter Member 
New York Clearing House 
Association 


CHATHAM PHENIX 


NATIONAL BANK AND TRUST COMPANY | 
New York City 
MAIN OFFICE: 149 BROADWAY 





1812 — 1931 


119 Years 


of Commercial 
Banking 


More than a century of coopera- 
tion with the business and 
banking progress of the nation 
has established the fortunate 
position of Chatham Phenix as 
an experienced, conservative 
and thoroughly satisfactory New 
York correspondent. To banks, 
bankers and corporations re- 
quiring New York facilities, it 
offers ‘“‘the friendliness of a 
neighborhood bank with all the 
resources and facilities of a 


great metropolitan institution.” 





AND 
Resources More Than $300,000,000 oemnartltecsnanaees’! 
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Old National Bank, Fort Wayne .... 

Fletcher American National Bank of 
Indianapolis, Indianapolis 

National Branch Bank, Madison . 


Kentucky 
National Branch Bank of Kentucky, 
Frankfort 
Bank of Maysville, Maysville 


Louisiana 


Canal Bank & Trust 
Orleans 


Co., 


Brunswick National Bank, Brunswick 
Calais National Bank, Calais 
Gardiner Savings Institution, Gardiner 
Canal National Bank, Portland . 
Saco & Biddeford Savings en 
Saco ‘ 
York National Bank, Saco 
First National Bank, Skowhegan ... 
Ticonic National Bank, Waterville. . 


Maryland 


Farmers National Bank, Annapolis. . 

Alex. Brown & Sons, Baltimore .. 

First National Bank, Baltimore .... 

National Marine Bank, Baltimore . 

Western National Bank, Baltimore. . 

Savings Bank of Baltimore, Baltimore 

Robert Garrett & Sons, Baltimore ... 

Central Trust Co. of Maryland, 
Frederick 

Farmers & Mechanics National Bank, 
Frederick 

Frederick County National 
Frederick 

Frederick Town Savings Institution, 
Frederick 

_ Hagerstown Bank & Trust 
Hagerstown 

Union National Bank, Westminster. . 


Bank, 


Massachusetts 


Powow River National Bank, Ames- 
bury 
Provident Institution 
Amesbury 
Andover National Bank, Andover.. 
Beverly National Bank, Beverly . 
Andover Savings Bank, Andover .. 
Atlantic National Bank, Boston ... 
Merchants National Bank, Boston.. 


1835 


1832 


1836 


1828 
1826 
1802 
1834 
1828 
1831 


National Shawmut Bank, Boston ... 

Second National Bank, Boston 

Webster & Atlas National Bank of 
Boston, Boston 

Institution for Savings in Roxbury, 
Boston 

Provident 
Boston 

Suffolk Savings Bank for Seamen & 
Others, Boston 

Warren Institution for Savings, Bos- 
ton 

Cambridge Savings Bank, Cambridge 

Central Trust Co., Cambridge 

Canton Institution for Savings, 
ton 

Cohasset Savings Bank, Cohasset .. 

Concord National Bank, Concord ... 

Middlesex Institution for Savings, 
Concord 

Danvers National Bank. Danvers ... 

Dedham National Bank, Dedham ... 

Dedham Institution for Savings, Ded- 
ham 

Fairhaven Institution for 
Fairhaven 

National Bank of Fairhaven, 
haven 

Fall River National Bank, Fall River 

Fall River Savings Bank, Fall River 

Falmouth National Bank, Falmouth. . 

Fitchburg Savings Bank, Fitchburg. . 

Framingham National Bank, Framing- 
ham 

Cape Ann Savings Bank, Gloucester 

Gloucester National Bank, Gloucester 

First National Bank and Trust Co., 
Greenfield 

Franklin Savings Institution, Green- 
field 

Merrimack National Bank, Haverhill 

Haverhill Savings Bank, Haverhill. . 

Hingham Trust Co., Hingham 

Hingham Institution for 
Hingham 

Lee National Bank, Lee 

Lowell Institution for Savings, Lowell 

Essex Trust Co., Lynn 

Lynn Institution for Savings, Lynn.. 

First National Bank, Malden 

National Grand Bank, Marblehead.. 

Millbury National Bank, Millbury.. 

Blue Hill Bank & Trust Co., Milton 

Pacific National Bank, Nantucket.. 

Nantucket Institution for Savings, 
Nantucket 

First National Bank, New Bedford.. 

Merchants National Bank, New Bed- 


Institution for Savings, 


Can- 


Savings, 


Fair- 


Savings, 











MAZING as the mounting sky 

line of the world’s metropolis 

may be, its growth has not equaled 
that of the Bowery Savings Bank. 


If, for instance, each foot of building 
height represented $200,000, the 
Bowery’sassets in 1841 would scarcely 
have reached the top step of the en- 
trance to Trinity Church—which was 
New York’s highest building 90 
years ago. 










2,500 FT. 








Today the Bowery’s assets, by the 
same measure, would tower above 












2,000 FT 


the Empire State Building —the 
world’s highest structure. 
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SAVINGS BANK 


#200,000,000° 110 East 42 
pone nd Street 130 Bowery 
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New Bedford Institution for Savings, 
New Bedford 

Institution for Savings, Newburyport 

Newton Savings Bank, Newton .... 

North Adams National Bank, North 

; Adams 

Northampton Institution for Savings, 
Northampton 

Northampton National Bank & Trust 
Co., Northampton 

South Scituate Saving Bank, Norwell 

Warren National Bank, Peabody .... 

Agricultural National Bank, Pittsfield 

Berkshire County Savings Bank, Pitts- 
field 

Old Colony National Bank, Plymouth 

Plymouth National Bank, Plymouth. . 

Plymouth Savings Bank, Plymouth.. 

Granite Trust Co., Quincy 

Quincy Savings Bank, Quincy 

Merchants National Bank, Salem ... 

Salem Savings Bank, Salem 

Southbridge National Bank, South- 
bridge 

Springfield Institution for Savings, 
Springfield 

Housatonic National Bank, Stock- 


Bristol County Savings Bank, Taunton 
Blackstone National Bank, Uxbridge 
Waltham National Bank, Waltham.. 
Ware Trust Co., Ware 

Weymouth Savings Bank, Weymouth 
Worcester County Institution for Sav- 

ings, Worcester 
National Bank of Wrentham, Wren- 


Michigan 


Bank of Kalamazoo, Kalamazoo .. 


First National Bank, Marshall 
Minnesota 
Citizens National Bank, Farimont .. 


Missouri 


Bank of Chamois, Chamois 


New Hampshire 


Connecticut River Bank, Charlestown 

New Hampshire Savings Bank, Con- 
cord 

Strafford National Bank, Dover .... 

Laconia Savings Bank, Laconia .... 

Strafford Savings Bank, Dover 

Manchester Savings Bank, Manchester 


First National Bank, Portsmouth .... 

Portsmouth Savings Bank, Portsmouth 

First National Bank, Somersworth. . 

Somersworth National Bank, Somers- 
worth 


‘Somersworth Savings Bank, Somers- 


New Jersey 


Belvidere National Bank, Belvidere... 

Cumberland National Bank, Bridgeton 

Mechanics National Bank, Burlington 

First Camden National Bank & Trust 
Co., Camden 

National State Bank, Elizabeth 

Provident Institution for Savings, 
Jersey City 

Farmers & Merchants National Bank, 
Matawan 

Burlington County National Bank, 
Medford 

Farmers Trust Co., Mt. Holly 

National Bank of New Jersey, New 
Brunswick 

National Newark & Essex Banking 
Co., Newark 

National State Bank, Newark 

Sussex & Merchants National Bank, 
Newton 

Orange National Bank, Orange 

Princeton Bank & Trust Co., Prince- 


Salem National Bank & Trust Co., 
Salem 

Mechanics National Bank, Trenton.. 

Trenton Banking Co., Trenton .... 

Trenton Savings Fund Society, Tren- 


Mechanics & Farmers Bank, Albany. . 

National Commercial Bank & Trust 
Co., Albany 

New York State National Bank of 
Albany, Albany 

Albany Savings Bank, Albany 

Orleans County Trust Co., Albion.. 

Farmers National Bank, Amsterdam. . 

Cayuga County National Bank, 
Auburn 

National Bank of Auburn, Auburn. . 

Ballston Spa National Bank, Ballston 
Spa 

Buffalo Savings Bank, Buffalo 

Catskill National Bank, Catskill 

Tanners National Bank, Catskill .... 

National Central Bank, Cherry Valley 

Chester National Bank, Chester .... 





Octogenarians 


The Williamsburgh Savings Bank 
Brooklyn, N.Y. 


Established 1851 


extends its congratulations to 


The Bankers Magazine 
New York 


Established 1846 
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First National Bank, Cooperstown. . 
Delaware National Bank, Delhi .. 

Chemung Canal Trust Co., Elmira.. 
Fort Plain National Bank, Fort Plain 
National Bank of Geneva, Geneva.. 
National Bank of Orange County, 

Goshen 

Farmers National Bank, Hudson . 

Hudson River Trust Co., Hudson.. 
Tompkins County National Bank, 
National 


Chatauqua County Bank, 


Jamestown 
Peoples Bank, Johnstown 
National Ulster County Bank, Kings- 


Bank of LeRoy, LeRoy 

Herkimer County Trust Co., Little 
Falls 

Lockport Exchange Trust Co., Lock- 
port 

Niagara County National Bank & 
Trust Co., Lockport 

National Mohawk Valley Bank, Mo- 
hawk 

Highland Quassaick National Bank & 
Trust Co., Newburgh 

National Bank of Newburgh, New- 
burgh 

The Bank of America, New York ... 

Chatham Phenix National Bank & 
Trust Co., New York 

Chemical National Bank, New York.. 

Bank of Manhattan Co., New York.. 

National City Bank, New York .... 

Bank of New York and Trust Co., 
New York 

Irving Trust Co., New York 

City Bank Farmers Trust Co., New 
York 

Bank for Savings in the City of New 
York, New York 

Bowery Savings Bank, New York.. 

Greenwich Savings Bank, New York 

Seamen's Bank for Savings, New York 

Brooklyn Savings Bank, New York. . 

Brown Bros. Harriman & Co., New 
York 

August Belmont & Co., New York 

Laidlaw & Co., New York 

Lockwood, Peck & Co., New York .. 

Maitland, Coppell & Co., New York 

Roosevelt & Son, New York 

Westchester County National Bank, 
Peekskill 

Farmers @& Manufacturers 
Bank, Poughkeepsie 

Merchants National Bank, Pough- 


National 


1830 
1839 
1833 
1839 
1817 


1812 
1839 
1830 


1836 


1831 
1831 


1831 
1838 


1833 
1844 
1839 
1839 
1834 


1811 
1812 


1812 
1824 
1799 
1812 


1784 
1838 


1822 


1819 
1834 
1833 
1829 
1827 


1818 
1837 
1842 
1842 
1797 
1797 


1833 


Poughkeepsie Savings Bank, Pough- 
keepsie 

Rochester Savings Bank, Rochester. . 

Saratoga National Bank, Saratoga.. 

Mohawk National Bank, Schenectady 

Schenectady Savings Bank, Schenec- 
tady 

Troy Savings Bank, Troy 

First Bank & Trust Co., Utica 

Oneida National Bank & Trust Co., 
Oneida 

Savings Bank of Utica, Utica 

National Bank of Vernon, Vernon.. 

First National Bank, Waterloo 

Jefferson County National 
Watertown 

National Bank of Waterville, Water- 


Bank, 


North Dakota 


N. W. Mutual Saving & Loan Asso- 
ciation, Fargo 


Bridgeport National Bank, Bridgeport 

National City Bank, Cleveland 

Marion County Bank Co., Marion.. 

Union Trust Co., Newark 

Painesville National Bank, Painesville 

Citizens National Bank, Tippecanoe 
City 

Wayne County 


National Bank, 


Pennsylvania 
Farmers National Bank of 
County, Bristol 
Monongahela National Bank, Browns- 
ville 
Carlisle Deposit Bank & Trust Co., 
Carlisle 
Delaware County National 


Bucks 


Bank, 


Gettysburg National Bank, Gettysburg 

Hanover Savings Fund Society, Han- 
over 

Dauphin Deposit Trust Co., Harris- 
burg 

Harrisburg National Bank, Harrisburg 

Honesdale National Bank, Honesdale 

Farmers Trust Co., Lancaster 

Lancaster County National Bank, Lan- 
caster 

Lebanon National Bank, Lebanon ... 

Union National Bank, New Brighton 

Montgomery National Bank, Norris- 


1831 
1838 
1807 


1834 
1823 
1812 


1836 
1839 
1839 
1833 
1816 


1838 





seen 
— 
7 Batt S| 


a 


"oe 


¢ 
Li 
fn 
c 
ne fe 


A Monument 


to Philadelphia enterprise 


The Packard Building, twenty-four story home of the Pennsylvania Com- 
pany, towering above the Philadelphia skyline, is a monument to the in- 
tegrity and enterprise of an institution that for one hundred and nineteen 
years has steadfastly proved its capacity for the highest responsibilities. 
For one hundred and nineteen consecutive years this Company has never 
failed to pay a dividend, despite the wars, crises and financial upheavals 
through which the country and the world have passed. 

Since 1872 the Pennsylvania Company has devoted its entire attention to 
Banking, Trust and Safe Deposit business. Today the Capital, Surplus 
and Undivided Profits of the Company amount to over $44,000,000.00 
and the Total Resources exceed $300,000,000.00. 


ORIGINALLY CHARTERED 1812 


The Pennsylvania Company 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING, PHILADELPHIA 
South East Cor. 15th and Chestnut Streets 


Equipped to Meet Every Banking Need 
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Kensington National Bank, Phila- 
delphia 

National Bank of Germantown, Phila- 
delphia 

Philadelphia National Bank, Phila- 
delphia 

Commercial National Bank & Trust 
Co., Philadelphia 

Tradesmens National Bank, Phila- 
delphia 

Girard Trust Co., Philadelphia .... 

Pennsylvania Company for Insurances 
on Lives and Granting Annuities, 
Philadelphia 

Philadelphia Savings Fund Society, 
Philadelphia 

Bank of Pittsburgh National Associa- 
tion, Pittsburgh 

E. W. Clark & Co., Philadelphia .... 

Drexel & Co., Philadelphia 

Moyer & Co., Philadelphia 

W. H. Newbold’s Son & Co., Phila- 
delphia 

Exchange National Bank, Pittsburgh 

Farmers Deposit. National Bank, Pitts- 
burgh 

Miners National Bank, Pottsville .... 

Farmers National Bank & Trust Co., 
Reading 

First National Bank, Sunbury 

National Bank of Chester County & 
Trust Co., West Chester 

Wyoming National Bank, Wilkes 
Barre 

York County National Bank, York.. 

York National Bank & Trust Co., 


Rhode Island 


Centreville National Bank, West 
Warwick 

Greenville Trust Co., Greenville .... 

Wakefield Trust Co., Narragansett. . 

Newport National Bank, Newport .. 

Savings Bank of Newport, Newport.. 

Pawtucket Institution for Savings, 
Pawtucket 

Blackstone Canal National Bank, 
Providence 


High Street Bank & Trust Co., Provi- 
dence 

Mechanics National Bank, Providence 

Phenix National Bank, Providence. . 

Providence National Bank, Providence 

Providence Institution for Savings, 
Providence 

First National Bank of Smithfield, 
Slaterville 

Wakefield Trust Co., Wakefield .... 

Washington Trust Co., Westerly ... 

Woonsocket Institution for Savings, 
Woonsocket 


South Carolina 


South Carolina National Bank, 
Charleston 


Tennessee 
Union Bank, Jellico 


Texas 


H. Runge & Co., Cuero 
Mercantile Bank & Trust Co., Dallas 


Vermont 


National Bank of Bellows Falls, Bel- 
lows Falls 

Vermont Savings Bank, Brattleboro. . 

Chester Savings Bank, Chester 

Caledonia National Bank, Danville. . 

Montpelier National Bank, Montpelier 

National Black River Bank, Proctor- 
ville 

Rutland Trust Co., Rutland 

National Bank of Vergennes, Ver- 
gennes 

National Bank of Newbury, Wells 


West Virginia 


Parkersburg National Bank, Parkers- 
burg 

Wellsburg National Bank, Wellsburg 

National Bank of ‘West Virginia, 
Wheeling 





Journal Square, Jersey City, N. J. 


Nearer 


THAN NEW YORK 


Jersey City is nearer Financial and Commercial 
New York than most of the city itself. To Cort- 
landt Street from Jersey City by train, three 
minutes; to Wall Street a matter of five minutes; 
to Canal Street by motor only 9250 feet. 


Jersey City offers accessibility without conges- 
tion or high rents. It offers distinct banking 
advantages as well. New York corporations may 
maintain substantial balances here profitably. 
Residents of New Jersey will effect sound econo- 
mies by naming a New Jersey trust company as 
executor and trustee. Why not The Trust Company 
of New Jersey, Hudson County’s largest bank. 


THE TRUST COMPANY 


of NEW JERSEY 


LARGEST BANK IN HUDSON COUNTY 
Member of Northern New Jersey Clearing House Association 





Eleven Offices in Hudson County 


Q)N this and the following pages will be 

found brief historical sketches of banks 
which were in existence at the time THE 
BANKERS MAGAZINE began publication in 
1846. These sketches do not, however, 


include all banks which were in existence 


at that time. 


CAYUGA COUNTY NATIONAL 
BANK, AUBURN, N. Y. 


T was in the year 1825 that promi- 
[= citizens conceived the idea of 
establishing a bank and made appli- 
cations to the Legislature for a charter 
tor a corporation to be known as the 


Cayuga County Bank. This charter 
was granted in 1833 and the new bank 
opened for business on August 27, 1833. 

At a meeting of the board in Sep- 
tember, 1833, G. B. Throop, the cashier, 
presented an account of money paid by 
him for the iron safe, transportation, 
etc., amounting to $76.63. In view of 
the fact that the vault in the present 
bank cost about $25,000 it cannot be 
claimed that $76.63 was an extravagant 
item. 

Just a few years after it was organ- 
ized, the bank successfully weathered 
the storm of 1837, the worst financial 
depression the country had ever seen, a 


J 


period when banks and old established 
houses were failing by the hundreds. 
Through the ten gruelling years from 
1857 to 1867 the bank stood staunch 
and firm. Again through the panic of 
1873 it passed successfully. And 
throughout the succeeding years it has 
continued to maintain its position in the 
community and to aid in the upbuilding 
of the business and civic interests of 


‘Auburn and Cayuga County, until at 


present it stands recognized as one of 
the strongest financial institutions in 
Central New York, with deposits of over 
$3,300,000 and a capital and earned 
surplus and undivided profits of over 
$650,000. During these ninety-eight 
years it has also paid out in dividends to 
its stockholders over $968,000. 

It is interesting to note that William 
Seward Burroughs, the inventor of the 
Burroughs Adding Machine, worked in 
the bank as a discount clerk at the same 
time he was working on the invention 
of the adding machine. 





ANOTHER 


ANNIVERSARY— 
1916—1931 


Fifteen years of intensive special- 
ization in producing planned ad- 
vertising and acting as new business 
counsel for financial institutions 
has given this organization a 
wealth of experience that may be 
valuable to your institution. 


Write for ‘Outline of Service and Terms” 


EDWIN BIRD WILSON 


INCORPORATED 


120 Wall Street, New York 
208 So. La Salle St., Chicago 
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FARMERS NATIONAL BANK OF note paper, books and stationery. The 

BUCKS COUNTY, BRISTOL, PA. entire cost of all these materials and fit- 

ting up the bank came to $1,777. The 

HIS bank was organized under a salary of the president was fixed at $300 

[sat charter in 1814 and was per annum; the clerk at $300 and the 
originally located at Hulmeville, cashier at $800 to be paid quarterly. 

Pa. At the organization meeting John The bank’s first chest, which is still in 
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Bills issued by the Farmers Bank of Buck’s County, Bristol, 
Pa., in the year 1815. The original bills are 6% x 3 inches. 


Hulme was elected president and George its possession, is but 27x14x16 inches in 
Harrison, cashier. A committee was ap- size, the iron being but Y% inch in thick- 
Pointed to procure a seal, iron chest, ness with crude ornamentation. It is 
copper plates for printing notes, bank fastened by weighty padlocks, with an 
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additional fastening by a lock in the 
lid, a peculiarity of which was, that 
when the key was withdrawn for the 
night and a knobbed projection pushed 
over the opening, it was supposed that a 
burglar would be unable to find the 
keyhole. 

In 1823 it was decided to move the 
bank to Bristol. It is stated that An- 
thony Taylor, then president, placed the 
strong box and books in his chaise and 


——— 


THE MERCHANTS BANK OF 
BOSTON, MASS. 


HHE Merchants Bank of Boston 

was incorporated in 1831 as a 

state bank, its first statement, pub- 
lished in that year, showing deposits of 
$350,000. The initial capital was $50, 
000 and total resources $1,065,500. The 
original capital was increased from time 
to time, until just prior to the Civil War 
it stood at $4,000,000. 


This old strong box of the Farmers National Bank of Buck’s County, Bristol, Pa., 
founded 1814, constituted the sole protection for funds when the bank commenced 


business at Hulmeville in 1815. 


wooden chest until the bank moved to 


deposited them in the new location in 
one trip, leaving only the four-inch 
brick cupboard with its sheet iron door 
as a reminder of the bank’s stay in 
Hulmeville. In 1864 the bank was re- 
chartered under the National Bank Act 
and the title changed to Farmers Na- 
tional Bank of Bucks County. At the 
time of its entering the National Bank- 
ing System the bank had total resources 
of $521,993.85. Its total resources to- 
day are $3,754,541.94. 


It served this purpose, together with an iron bound 
its present 


location in Bristol in 1830. 


In 1863, when the National Bank Act 
became operative, the bank’s officials 
sought to obtain a national charter. This 
move was difficult of immediate realiza 
tion as a considerable proportion of the 
bank’s stock was held abroad and the 
foreign stockholders, mistrusting the 
ability of the Federal Government to 
bring the prosecution of the war to a 
successful conclusion, opposed the con 
version of the institution into a national 
bank. Nevertheless, this obstacle was 
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finally overcome by an act of the State 
Legislature, reducing the bank’s capital 
to $3,000,000 and retiring the foreign 
shares at a premium, whereupon the 
bank became a member of the national 
system. 

The bank entered upon its successful 
career under the guidance of Franklin 
Haven, its first cashier, who became its 
president in 1837. Mr. Haven con- 
tinued as president of the bank for 
forty-six years, being succeeded in 1883 
by his son, Franklin Haven, Jr., who 
continued as president for twenty-five 
years, until his death in 1908. Thus for 
three-quarters of a century father and 
son guided the destinies of the bank. 

The Merchants National did not en: 
ter the field of consolidations until the 
year 1912 when it took over the busi- 
ness and the personnel of the State Na- 
tional Bank. In 1914 the National 
Bank of Commerce was added to the 
Merchants, and in 1915 the Winthrop 
National Bank. In 1916 The Old Bos- 
ton National Bank, founded in 1803 as 


1002 Madison Avenue 


The Boston Bank, was consolidated with 
the Merchants. 

The bank moved from its first loca- 
tion at 87 State street to 28 State street 
in 1837, and has occupied quarters on 
that site ever since, except during con- 
struction periods. It is interesting to 
note that the bank purchased this site 
from the Boston branch of the United 
States Bank after President Jackson re- 
fused to renew the latter’s charter. 


THE BEVERLY NATIONAL BANK, 
' BEVERLY, MASS. 


HIS bank was incorporated under 

the laws of the state of Massachu- 
setts on June 23, 1802. At the 

first meeting it was “voted that the 
directors procure a building and vault 
necessary and convenient for the trans- 
action of the business of the corpora- 
tion, either by purchase, hire or erecting 
a new building, the latter being pre- 
ferred.” As it was impossible to find a 
suitable piece of land on which to build, 
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it was subsequently voted to purchase 
the house and land of Mr. John Cabot 
for $5000, and to lease the southern 
part to him for seven years. This was 
done and the contracts let for the build- 
ing of a “firm stone vault in the cellar of 
said House with an iron door therefor.” 
This house is now occupied by the 
Beverly Historical Society and is still 
intact. 

In 1814 no part of the long Atlantic 
Coast was unvisited by British frigates 
sO aS a precautionary measure it was 
“Voted: that the Cashier be directed to 
procure suitable boxes for packing up 
the Gold and have it carried to the 
Worcester Bank, in Worcester, Massa- 
chusetts, and left there as a special de- 
posit on account of the Beverly Bank.” 
The bank continued on its state charter 
until 1865 when it became the Beverly 
National Bank and from then on it has 
operated under a national charter. 


x 
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During the one hundred and thirty 
three years of its existence this bank has 
served the public faithfully; been pri 
pared to pay every depositor in full on 
demand and has paid out nearly a billio: 
and a half dollars to its stockholders. 


THE INSTITUTION FOR SAVINGS 
IN NEWBURYPORT AND ITS 
VICINITY, NEWBURY- 
PORT, MASS. 


HIS bank received its charter o: 
January 31, 1820. The aims « 


this new institution were set fort 

in a contemporary statement as follows 
“The objects of the Institution are t 
afford to all of every class, but particu 
larly to the poorer classes in the com 
munity, a safe deposit for such smal 
sums as they can occasionally lay asid 
of their earnings, and where it may als 


The John Cabot House, Beverly, Mass., now the Historical Society Building, first 
home of the Beverly Bank, founded 1802 and now known as the Beverly National 


Bank. The bank purchased the building and land from Mr. Cabot for $5000. 


The 


original vault and banking room are still intact. 
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interest, until it is wanted, and 
may then certainly be had with its in- 
terest. In this way it is hoped that 
many who have not sufficient money to 
purchase any public or corporate stock, 
and who are afraid to let on private se 
curity, may yet derive both the benefit 
and security of public stock on any small 
sums that they may have on hand, and 
may acquire; and that they may receive a 
reward for past exertions and economy. 

Business began April 5, 1820, and 
two books—Nos. 1 and 17—-which were 
issued on that day are still out. The 
first was taken by the treasurer in the 
name of his daughter, and is now held 
by one of her grand daughters. It was 
opened for twenty dollars, no further 
deposit was made, but at the end of 
ninety years $1800 was withdrawn 
therefrom, the balance being left until 
the present day. Book No. 17 is also 
held by a near relative of the first 
treasurer, 

That this bank has worthily carried 
out the obiects for which it was founded 
is attested to by the ever-increasing vol- 
ume of its deposits and the conspicuous 


be on 


part that it has played in the up-building 
and prosperity of its community. 


THE FIRST NATIONAL BANK OF 
COOPERSTOWN, N. Y. 
HE First National Bank of 
Cooperstown, N. Y., was origi- 
nally organized as The Otsego 
County Bank, in April of the year 1830, 
under a special act of the legislature of 
the state of New York and opened for 
business in June of the same year. Hav- 
ing completed more than a full century 
of uninterrupted service, the history and 
progress of this bank have been closely 
interwoven with the history and progress 
of Cooperstown, of Otsego County, and 
of the surrounding section. 

All important records of the bank 
since organization have been carefully 
preserved and all through these pages 
appear the names of many prominent 
families closely identified with the 
growth and development of that section, 
as officers, directors or stockholders of 
the institution. 
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In February, 1864, 
chartered under its present corporate 
title, accordance with the new Na- 
tional Bank Act. It was one of the first 


the bank was 


RoBERT CAMPBELL 


First president of the First National 
Bank, Cooperstown, N. Y., founded 
in 1830 as the Otsego County Bank. 


banks of the country to incorporate un- 
der the new law, its charter number be- 
ing 280. 

The original capital of the bank was 
$100,000, consisting of four thousand 
shares of the par value of $25 each, 
later being increased to a $150,000 cap- 


Pay to eae ae 
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italization and its present combined cap- 
ital, surplus and profits amount to over 
$550,000. A dividend of 5 per cent 
was paid at the end of the first year and 
since organization the bank has paid 
dividends aggregating over $750,000, o1 
an average of over 5 per cent. for the 
full one hundred years. 

The growth and success of the bank, 
however, is best indicated by the steady 
increase in deposits. After thirty years 
had elapsed, the original deposits of $102 
had increased to $115,000. Thirty years 
later, in 1890, chev amounted to $406,- 
000; in 1910, to $1,157,000; in 1920, 
to $2,490,000; and in 1931, to over 
$3,000,000. 

Thus the First National Bank of 
Cooperstown, N. Y., stands today as 
one of the strongest financial institutions 
in the community which it serves, and as 
a monument to an efficient and capable 
management throughout its full century 
of service. 


THE BANK OF MONTREAL, 
MONTREAL, CANADA 


HE Bank of Montreal is the oldest 

bank in the Dominion of Canada, 

and is in the front rank among the 
larger banks of the British Empire. It 
was established in 1817 and during over 
a century of operation in developing 
Canadian trade and industry has been 
so closely allied with many of the larg- 
est undertakings of the country that its 
history is largely the history of the 


A check drawn in 1850 on the Otsego County Bank, Cooperstown, N. Y. (now 


known as the First National Bank), by J. Fenimore Cooper, then a depositor. 


The 


bank was founded in 1830. 
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EAST RIVER SAVINGS BANK 


Totat Assets ‘ 


SurpLus AND UNpIviIDED PROFITS 


Downtown 
291-293-295 Broapway 


one block north of City Hall 


‘ $123,000,000.00 
$13,550,000.00 


Uptown 
AMSTERDAM Ave. &« 96TH Sr. 


New York, N. Y. 


Dominion. The bank has effected this 
great work with such a kindly touch of 
co-operation that it has always enjoyed 
the confidence, one might almost say 
the affection, of all Canadians. 

As banker for the Dominion Govern- 
ment, and as banker of other banks, the 
Bank of Montreal rendered notable 
service to the country during the war. 
By calling in large amounts of specie 
which it had invested abroad, available 
at short notice, it steadied the financial 
situation in Canada at a time when 
great apprehension was entertained, and 
it thus contributed largely to enabling 
the country to tide over the period of 
depression which supervened between 
the outbreak of war and the reorganiza- 
tion of industrial and economic life. In 
the difficult problems of finance which 
the government and the country have 
been faced with from time to time since 
the close of the war, the bank has lent 
invaluable aid. 

The Bank of Montreal commenced 
operaticn in the City of Montreal on 
Monday, November 3, 1817. At that 
time the Dominion of Canada, as it is 


known today, did not exist. British 
North America consisted of a series of 
separate colonies, very sparsely popu- 
iated east of Montreal, and hardly popu- 
lated at all west of that city. What 
was then known as Canada consisted of 
two provinces only—Lower Canada, 
comprising the Province of Quebec, and 
Upper Canada, comprising the Province 
of Ontario. The vast Northwestern 
Territories lying beyond Upper Canada, 
and now the great wheat-growing prairie 
region, were known only to fur-traders, 
explorers, and a few adventurous 
pioneers. 

The chief shareholders of the bank 
did not have to wait long for a tangible 
reward of their enterprise. The business 
was sufficient both in volume and profits 
to warrant the directors in declaring, at 
the end of a year’s operations, a dividend 
of 8 per cent. upon the capital paid in. 
From that time to the present, with the 
exception of 1827 and 1828, the bank 
has never failed to pay dividends to its 
shareholders. 

In the first year of its existence the 
banl: started building up an ample re- 
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serve and initiated the policy it has ever 
since rigidly adhered to, of keeping a 
large part of its funds liquid, so that it 
might at all times and under any cir- 
cumstances be in an impregnable posi- 
tion and be ready to meet any emer- 
gency. Today its reserve fund amounts 
to no less than $38,000,000, which is 
$2,000,000 in excess of the paid-up 
capital of the bank. The total assets 
of the bank ‘at the end of its fiscal year 
on October 31 last amounted to $826,- 
969,537.61. 


THE GRANITE TRUST COM- 
PANY, QUINCY, MASS. 


N 1836 a number of leading citizens 
of Quincy decided that the growing 
town with its nearly 3000 inhabi- 

tants needed a State Bank, and on 


March 31 of that year, the Quincy Stone 


THEOPHILUS KING 


President of the Granite Trust Com- 
pany of Quincy, Mass. 


Bank, with a capital of $100,000, was 
granted a charter. 

The bank, which was the first in 
Quincy, was regarded as an experiment, 
the stock being subscribed for in small 
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amounts by a large number of persons, 
and the Elisha Vurner Estate, at the 
corner of Saville and Hancock Streets 
was chosen as the location. 

In 1865, when a heavy tax was levied 
upon state banks in consequence of the 
Civil War, the Quincy Stone Bank, in 
company with most state banks, changed 
its charter to that of a national bank, 
and became the National Granite Bank. 

On October 18, 1877, Theophilus 
King became a director and on June 10, 
1886, he became president, which office 
he has held continuously ever since. 

In 1912, because of the broader field 
offered, it was deemed wise to seek 
again a state charter, and the National 
Granite Bank became the Granite Trust 
Company. In 1916 a branch was 
opened at Wollaston. 

In 1919 Theophilus King gave to the 
“King Family Fund”—a broadly per- 
petual charity—800 of the 1500 shares 
of the bank’s stock, and directed that 
“No salaries or fees for services as presi- 
dent, vice-president or directors of the 
Granite Trust Corporation shall be paid 
to either myself or my son, Delcevare 
King.” 

In 1929 the bank dedicated a new ten- 
story bank and office building, giving to 
its many depositors the most modern and 
convenient banking facilities. | The 
bank’s slogans tell the story——“95 years 
old! 95 years young!”—‘*An Old Bank 
with a Young Spirit.” The lines of the 
building inside and out are simple and 
strong. The whole building is symbolic 
of the growth of the “Friendly Bank” — 
its friends’ faith in the bank and the 
faith of the Granite Trust Company in 
the “Granite City.” 


THE BOWERY SAVINGS 
NEW YORK 


BANK, 


INETY-NINE years ago, several 

public spirited Manhattanites 

met to consider ways and means 

of promoting the prosperity of their 

fellow residents and fostering the habits 
of thrift throughout their city. 

Two years later, on June 12, 1834, 

The Bowery Savings Bank began busi- 





Oldest — Strongest 


Capital $150,000 


Largest Commercial Bank in ‘The Granite City” 


Surplus over $1,500,000 


THE FRIENDLY BANK 


GRANITE TRUST COMPANY 


‘Granite 5-Corners”’ 


QUINCY, “MASSACHUSETTS 


“The Friendly Bank”’ Founded 1836 


ness with 50 depositors and $2,020 de- 
posits. Since that day this institution, 
founded for the benefit of its community 
through the promotion of thrifty finan 
cial habits, has not only played a part 
in the personal progress of millions of 
New Yorkers, but also has been a vitally 
constructive factor in the building of 
the metropolis of the world. 

Founded on the old Bowery, then 
New York’s most fashionable and enter- 
prising street, The Bowery Savings Bank 
has grown with its city. In 1923 a 
branch of the bank was opened at 110 
East 42nd Street in order to make saving 
easy for the thousands of workers in that 
great office and business district and 
plans have now been approved for the 
opening of another office at 34th Street 
and Fifth Avenue, just across the street 
from the Empire State Building, the 
world’s highest skyscraper. 

Today The Bowery, the largest sav- 
ings bank in the world, is serving 
333,369 depositors who have entrusted 
it with $456,588,693 deposits, and is 
looked upon as one of the leading ex- 


“An Old Bank with a Young Spirit”’ 


ponents of better housing conditions 


throughout its city. 


THE PENNSYLVANIA COMPANY, 
PHILADELPHIA, PA. 


of directors of the Pennsylvania 
Company for Insurances on Lives 
and Granting of Annuities issued an 


I: 1812 the first president and board 


_ address to the people of the United 


States in which they said: 

“The want of a company in the 
United States for insurances on lives and 
granting annuities has been long experi- 
enced, and it is therefore with no small 
degree of satisfaction that the existence 
of such an institution is now an- 
nounced.” 

Although originally founded for the 
purposes indicated in its title, the func- 
tions of the company were soon extended 
to include trust and fiduciary powers, 
which now constitute its principal busi- 
That this company has been suc- 
cessfully managed is evident from its 
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dividend record, which has been uniform 
since 1815 in spite of the crises, wars 
and panics of more than a century. 

It is appropriate that this historic 
Philadelphia institution should now be 
housed in one of the highest office build- 
ings in the city, and in one of the most 
modern and best appointed structures 
of its kind. The building is twenty- 
four stories above ground, with a base- 
ment and sub-basement below. The en- 
tire first floor, the mezzanine, second 
floor and third floor, as well as most of 
the basement and sub-basement, are 


occupied by the Pennsylvania Company. 
On the twenty-fourth floor are the direc- 
tors’ room, and dining rooms for the 
use of the company’s employees. 


THE FIRST NATIONAL BANK, 
GREENFIELD, MASS. 


r [ ict First National Bank of Green- 
field, which had its origin as the 
Franklin Bank, was founded in 

1822. The bank began business in a 

building next to the courthouse and on 


JoNATHAN Leavitt 
First president of the Franklin Bank, 
Greenfield, Mass., founded 1822. 
Now the First National Bank. 
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a lot purchased from the county with 
the provision “that the Franklin Bank, 
their successors and assigns shall never 
use or improve said land or any build- 
ing thereon, so as to endanger the court- 
house or disturb the offices therein.” 

Jonathan Leavitt was the first presi- 
dent of the bank, and Franklin Ripley 
was elected its first cashier at a salary 
of $600 per year. In 1831 the banks 
name was changed to Greenfield Bank, 
and in 1864, when the bank voted to 
join the national system, it took its pres- 
ent name. 

In 1855 Franklin Ripley was elected 
president of the bank, after having 
served thirty-three years as cashier. In 
1874 Joseph W. Stevens was appointed 
cashier of the bank after having served 
three years as teller. In 1895, after 
having served twenty-one years as 
cashier, Mr. Stevens was elected presi- 
dent of the bank, a position which he oc- 
cupied until 1921, when he was elected 
chairman after fifty years of continuous 
service in the positions of teller, cashier 
and president. Mr. Stevens was suc’ 
ceeded as president by John W. Smead. 

As late as 1871 the employees of the 
bank consisted of a cashier, a teller and 
a bookkeeper. In the following year 
another clerk was added and for several 
years the entire working force of the 
bank consisted of four persons. As time 
went on and the business grew, the 
number of employees was also increased, 
until in 1905 there were seven employees, 
and in 1910 nine employees. From this 
time the number was steadily augmented, 
until by the time of the bank’s one hun- 
dredth anniversary in 1922 the number 
of employees had been increased to 
twenty-six. 


THE UNION NATIONAL BANK, 
WESTMINSTER, MARYLAND 


HE Union National Bank was 
T creanize in 1816 as the Bank of 
Westminster with Tames McHafhe 
as president and John Walsh as cashier. 
The organizers of the bank showed their 


enterprise by organizing soon after a 
branch bank in Frederickstown which 
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they called the “Office of Pay and De- 
posit.” Five years later, in 1821, the 
people of Frederickstown, who owned 
a stock majority in the branch bank in 
that town, petitioned the general as- 
sembly to make their bank the parent 
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locks were of immense size with keys 
made by hand and large enough to fell 
a human being. 

In 1865 the Bank of Westminster was 
reorganized under the National Banking 
Act as the Union National Bank, with 


Lock and hand-made key to vault used by Union National Bank, 
Westminster, Md., in 1816, year of the bank’s founding as Bank of 
Westminster. 


bank and the bank at Westminster the 
branch. They asked that their bank be 
called the Farmers and Merchants Bank, 
and that it be permitted to have a branch 
in Frederickstown, by this time known 
as Frederick. This was granted, despite 
objections of the directors of the Bank 
of Westminster, which became a branch 
of the Farmers and Merchants Bank of 
Frederick and so remained until 1830. 
when it regained its independence 
through a settlement with the latter 
The Bank of Westminster was known 
for many years as the “Fisher Bank” 
because one of its early cashiers was 
John Fisher, one of Westminster’s lead- 
ing citizens. The bank had its quarters 
in the office now occupied by the 
Mutual Fire Insurance Company of 
Carroll County, and its old vault was 
used by that company as late as the year 
1916. The doors of the bank’s office 
were covered with sheet iron and the 


a capital of $100,000. Through the 
many stringencies and panics which have 
occurred since its organization the bank 
has paid a dividend to its stockholders 
every six months 


THE NATIONAL BANK OF 
ORANGE COUNTY, 
GOSHEN, N. Y. 


HIS bank was originally chartered 

in 1812 as “The President, Direc- 

tors, and Company of the Bank of 
Orange County,” with a capital of $44, 
000. George D. Wickham, elected the 
bank’s first president, continued in that 
office for thirty-three years until his 
death in 1845. Mr. Wickham was suc- 
ceeded by Ambrose S. Murray who had 
been cashier since 1834, and who after 
his appointment as president retained 
that office for the next forty years, be- 
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ing succeeded in 1885 by his eldest son, 
George W. Murray, who had been a 
vice-president of the bank since 1877. 
‘George W. Murray continued as presi- 
dent for thirty-two years and was suc- 
ceeded upon his death in 1917 by F. W. 
Murray, Jr., a nephew, who did not, 
however, assume active duties at the 
bank until 1919 as, at the time of his 
election, he was serving at sea as an 
officer in the United States Navy. In 
1917 C. S. Edsall, then cashier of the 
bank, was elected vice-president, and 
was succeeded as cashier by C. S. Young, 
then assistant cashier. The bank’s pres- 
ent cashier is Herbert Senger. 

The National Bank of Orange County 
at the time of its opening occupied 
quarters in the parlor of the house now 
known as 242 Main street, Goshen. The 
banking space was in the south end of 
the house and a vault was constructed 
directly beneath by walling off a part 
of the cellar. A trap door in the floor 
gave access to the vault. The office 
walls were lined with metal plates which 
remain intact today. 

In 1865 the bank, at that time known 
as The Bank of Orange County, de- 
cided to enter the national banking sys- 
tem and upon so doing became The Na- 
tional Bank of Orange County. In 1920 
safe deposit boxes were installed in the 
bank’s vault and in the same year an 
interest department was opened. In 
1921 an electrical protective system 
against daylight holdup and night bur- 
glary was completed. 


NEW HAMPSHIRE SAVINGS 
BANK, CONCORD, N. H. 


HIS institution began business in 
1830 as the New Hampshire Sav 
ings Bank in Concord. At the 


bank’s first meeting Samuel Green, a 
Justice of the Superior Court since 1819, 
was elected president and eighteen trus- 


tees were chosen. The trustees of the 
newly organized bank elected Samuel 
Morril treasurer, fixing his bond at 
$10,000. The trustees voted at their 
first meeting that the treasurer’s office 
be open for the receipt of deposits every 
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Monday and Wednesday afternoon from 
three to six oclock and directed the 
monthly committee to meet every Thurs- 
day arternoon at the treasurers office, 
so that the week's deposits could be 
promptly put at interest. They voted 
that the othice be kept in the southeast 
room on the lower tloor of the Merri- 
mack County Bank Building “without 
compensation for rent,” and left the 
treasurer's salary to be determined at 
the end of the bank’s first year of opera- 
tion. 

The bank found in its treasurer 
Samuel Morril, a former state treasurer, 
now physician and apothecary, who had 
some ability, some fiscal experience and, 
above all, a few hours to spare for the 
work necessary. Dr. Morril could call 
on his patients in the mornings and three 
afternoons a week could alternate be- 
tween his prescription book and the 
bank’s ledgers. There was no rent, for 
the doctor’s shop was the banking room. 
As for salary, the doctor could take his 
chances; if the end of the first year of 
operation brought some compensation 
from the bank, he was so much the 
gainer. 

The present day bank owns its present 
quarters, its new building having been 
completed in 1927. The bank occupies 
the entire first floor. The banking room 
is lofty, commodious and well lighted 
and ventilated. In the rear are three 
floors and a mezzanine, with elevator 
service, all for rental. The construction 
of the bank’s new building is fireproof 
and the facing is of Concord granite. 
Fdward K. Woodworth is present presi- 
dent of the bank, and Ernest P. Roberts 


its present treasurer 


THE PROVIDENCE NATIONAL 
BANK 


HE Providence National Bank is 
New England’s oldest banking in- 
stitution, and the second oldest 
bank in the United States. When it 
opened in October, 1791, there was one 
other bank in New England and but 

four in the whole country. 
In 1791, Providence had but 6380 
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inhabitants, but certain men of affairs 
saw the need of a bank to foster com- 
merce and manufacturing and issued a 
proposal for one. 

The stock was offered for public sub- 
scription on October 3 at the Court 
House and in less than an hour, the 
original capital of $180,000 was over- 
subscribed nearly three times. John 
Brown, one of the founders, was the 
first president. 

For ten years the bank made its home 
at No. 8 Hopkins Street, then known as 
“Bank Lane.” In 1801 it bought the 
beautiful residence of Joseph Brown, 
erected in 1774. The bank continued in 
this distinctive home for 125 years. In 
1926, the Merchants National Bank hav- 
ing been joined with it, the Providence 
National took up its home in the Mer- 
chants Bank Building at 20 Westminster 
Street. 

In November, 1835, the Providence 
Bank took over the Branch Bank of the 
United States. On June 5, 1865, the 


Providence Bank voted to join the na- 


tional system. 

In 1926, the Merchants National Bank 
merged with the Providence National 
Bank under the name and charter of the 
latter. It was a union of institutions 
with similar history, traditions and prac- 
tices. The Merchants Bank was estab- 
lished in 1818. William Richmond, 2nd, 
was the first president. In 1856 the 
bank built the Merchant’s Bank Build- 
ing, at 20 Westminster Street, from 
which it never moved. 

The Providence National Bank has 
in its directorate, men of large interests 
who are direct descendents of those men 
of early vision who created both the 
Providence and the Merchants Banks. 
They continued the policies which for 
over 100 years have given to the com- 
munity sound. liquid, commercial bank- 
ing. The old standards prevail. The 
old practices, only, are modified to meet 
the needs of a different time. The bank’s 
new home at 100 Westminster Street, 
built in 1929, happily combines, like the 
institution itself, the best traditions of 
the older day with the utilitarian needs 
of this. 
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The present officers are: Moses J. 
Barber, chairman; Thomas L. Pierce, 
president; Earl G. Batty, vice-president 
and cashier. 


BANK OF KALAMAZOO, 
KALAMAZOO, MICH. 


HE Bank of Kalamazoo was 

founded in 1838 when the town of 

Kalamazoo was left without bank- 
ing service of any kind due to the closing 
ot a Detroit bank and its branches. It 
was founded by Theodore P. Sheldon, 
who was appointed receiver for the 
closed bank. As Mr. Sheldon had the 
only safe in the community and was held 
in high esteem, his neighbors began to 
leave their valuables with him for safe 
keeping and for the further accommoda- 
tion of local residents he started making 
small loans. Thus began, as a private 
enterprise, an institution which was to 
play a prominent part in the commercial 
development of Kalamazoo. High lights 
in the bank’s subsequent development 
were: 

After a few years Mr. Sheldon took 
in a partner and conducted his bank as 
T. P. Sheldon & Co., under which name 
it flourished during the trying period of 
the Civil War. 

In May, 1884, the firm incorporated 
under the name, Kalamazoo Savings 
Bank. C. J. Monroe, the bank’s new 
president, was author of the Michigan 
State Banking Law passed in 1888 and in 
recognition the bank was granted 
Charter Number One. 

In 1908 a new building was erected 
on the site of the famous Kalamazoo 
House. 

In 1910 a consolidation took place 
with the City National Bank. 

In 1915 the first Kalamazoo Christ- 
mas Savings Club was established under 
the progressive leadership of Herbert E. 
Johnson, who succeeded C. J. Monroe 
in 1913. 

In 1928 Herbert J. Parker was elected 
president to succeed Mr. Johnson but 
ill health forced him to soon resign and 
he was succeeded by John F. Tuberty 
in 1929 who still heads the bank. 
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In 1930, as a result of a merger with 
the Kalamazoo National Bank and Trust 
Company, the name of the bank was 
changed to the Bank of Kalamazoo, its 
present designation, and a new fifteen- 
story building was occupied, the first 
pretentious office building in the com- 
munity. 

The bank now has deposits of over 
$10,000,000. 


THE WARREN NATIONAL BANK, 
PEABODY, MASS. 


HIS Bank began business ninety: 
nine years ago through an act of 
the Massachusetts legislature in 


1832, establishing the bank as the 


The Public Square in Peabody, Mass., 


in 1822, 
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vault originally installed by the bank 
cost $500 and the lock for same $62. 

In 1855 the bank removed to the 
quarters which it now occupies, having 
since that date erected a building entirely 
for its own use. The bank gave up its 
state charter in 1864 and became a na- 
tional bank. It is the only commercial 
bank in the city of Peabody. 


HARRISBURG NATIONAL BANK, 
HARRISBURG, PA. 


HE Harrisburg Bank first opened 
its doors for business on July 6, 


1814, in the parlor of its cashier, 
John Downey. At the meeting for or- 
ganization the building committee re- 


showing (in the foreground at the 


right) the original quarters of the Warren National Bank, founded in that year as 


the Warren Bank. 


In the background may be distinguished a train on the tracks 


of the old Salem and Lowell Railroad, one of the earliest railroads in Massachusetts. 


“Warren Bank in Danvers.” 


The capi- 
tal stock was fixed at $120,000, divided 
into 1200 shares of a par value of $100. 


The shares were oversubscribed, and 
subscriptions had to be cut down. 

The bank has occupied but two loca- 
tions during its existence It opened for 
business in 1832 in the Allen Block, 
which is still standing on the opposite 
side of the square from its present loca- 
tion, the initial rent being “$75 a year 
for a period of 10 years” The iron 


ported that they had contracted with 
Stephen Hills for a house on Second 
street, to cost $9500. This house was 
to be finished with a vault and fittings 
suitable for a bank by September 1. 
This house was occupied until 1817 
when the Philadelphia Branch Bank was 
purchased, including the banking house 
ef the Office of Discount and Deposit. 
In October, 1817, the bank moved 
across to the site where the Harrisburg 
Bank has done business ever since. 
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The original building was a two-story 
red-brick house, with a square banking 
room in front, a small directors’ room 
behind it, and the rear and second story 
used as a residence for the cashier. The 
present building was erected in 1854. 


the United States. On July 1, 1863, a 
tiny note was crowded into one side of 
a record page: “Funds of the bank and 
books removed, the rebels being in too 
close proximity.” The president was 
aroused at midnight to take the gold to 


a lan .. 


Reproduction from an old print of the bank building erected in 1854 
by the Harrisburg National Bank, Harrisburg, Pa. (founded in 1814 
as the Harrisburg Bank), on the site which the bank had occupied 


since 


The total cost was $15,778.35, of which 
$2500 was for “safe, locks, sewerage 
and improvement of out-buildings.” 
During the Civil War the bank was 
intensely patriotic and a constant and 
considerable supporter of the state and 


1817. 


New York while the rest of the valu- 
ables were removed to Philadelphia. 

In studying the records of this bank’s 
business, it is impossible to avoid feeling 
that the unquestioned and constantly 
growing influence of the bank has rested 
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on its civic pride as an institution, and of the residents of Harrisburg improved, 
on the breadth, liberality and vigor of in any way that a sound bank could 
the men who were in it and behind it. help the growth and prosperity of its 


Wei} by rate pe ge 
Cesk a Gin et ttt ar ee I 


‘ PETE ov Lids 


altars, Ser me Vad - Gast -- 
oye 4- VAL tin’ + +. te 
Ce ce OR Bate 


Ras PE Sa te 


Reproductions of old bank notes of the Harrisburg Bank, now the 
Harrisburg National Bank, Harrisburg, Pa. 


Wherever a home industry could be home city, this bank and the men con- 
fostered, wherever Harrisburg’s influ’ cerned with it could be counted upon 
ence could be extended, or the welfare to do more than their part. 
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SACO AND BIDDEFORD SAVINGS 
INSTITUTION, SACO, MAINE 


HIS bank, the oldest in the state 
of Maine, was founded in 1827 by 


nine leading citizens of the com- 
munity. The published announcement 
of the opening read: “The design of 
this institution is to afford to those who 
are desirous of saving their money, but 


ore — 
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elected treasurer, acting in that capacity 
until 1843. That no great crowd of 
depositors was expected at the bank’s be- 
ginning is evident from the fact that the 
bank was advertised to open “every 
Wednesday from half past 10 to 12 
o'clock.” The bank’s first dividend was 
$6.91. One hundred years later it was 
$80,146.75. Total dividends in the 
bank’s first hundred years of operation 


SACO & BIDDEFORD 


SAVINGS INSTITUTION, 


INCORPORATED BY THE LEGISLATURE OF MAINE 
Office in Moody & Shepley's New Brick Building in Saco, 


IN GHAMBER WEXET J. 


And will be open onl 
10 to 12 o'clock. 


«& ©. SHEPLEY'S orrics, 


every Wednesday, from half past 
usiness commences next Wednes- 


day, and the Treasurer will then be ready to re- 
ceive Deposits, at 10 o'clock, forenoon. 
ETHER SHEPLEY, Esq. President, 
JONATHAN TUCKER, Vice-President. 
Samuel Peirson, 
Isaac Emery, 
Jonathan King, 


Samuel Hartley, 


Trustees. 


Reuben H. Green, 
Robert Rogers, 
John F. Scamman, 


SAMUEL PEIRSON, Treasurer. 


S400, MAY 23, 1827. 


a A A A 


oo rch bas 
Enorirenen for Savings 


Announcement advertisement of 
Institution, Saco, 


who have not acquired sufficient to pur- 
chase a share in the bank, or a sum in 
public stock, the means of employing 
their money to advantage without the 
risk of losing it. It is intended to en- 
courage the industrious and prudent and 
to induce those who have not hitherto 
been such, to lessen their unnecessary 
expenses, and to save and lay by some- 
thing for a period of life when they will 
be less able to earn a support.” 

Ether Shepley was first president of 
the bank and, at the first meeting of the 
incorporators, Samuel Pierson was 


or beloew been part © perme Gee, he oom meare inthe 
dnded Sevngs Bash. che omer 95! gow sner 


of > accuse ree 


No omwetdne re hint of & 
be receved and ihe Teoma * 
ay dome 
then fee bon 


the 
Me., 


Saco and Biddeford Savings 
founded 1827. 


amounted to more than six and one half 
million dollars. 

M. H. Kelly, a former treasurer of 
the bank, gives an interesting picture of 
its facilities in days gone by, when the 
bank was quartered in two small rooms. 
“The institution reserved one room 
back (20 feet square) for business and 
the front room of the same dimensions 
for directors or trustees room,” says Mr. 
Kelly. “In the westerly corner a brick 
vault was built with two doors, the 
inner '4 inch thick and the outer one 
not more than 4 inch thick and about 
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4x 5 feet inside with a security safe two 
feet square. From the corner of the 
vault was a counter, too low to stand 
at and too high to sit at, over which 
business was transacted.” 

The present president of the bank is 
Harry ¥. Garland and Harry S. Sawyer 
is the present treasurer. 


THE WOONSOCKET  INSTITU- 
TION FOR SAVINGS 
WOONSOCKET, R. I. 


HE Woonsocket Institution for 
Savings began business eighty-six 


years ago, following its organiza- 
tion in 1845 by a group of prominent 
Woonsocket citizens. John Osborne was 
elected the first president and William 
Metcalf the first treasurer. The bank’s 
first quarters were on the second floor 
of the wooden building known as the 
Daniels Block, which the bank shared 
with the Woonsocket Falls Bank. In 
the upper stories of this building were 
numerous law offices, while the ground 


floor was occupied by the village post 


office and general store. In 1870 the 
bank moved to the second floor of the 
building known as the Cook Block. 

William Metcalf, the bank’s first 
treasurer, was instructed to receive no 
deposit from any one individual in ex- 
cess of five hundred dollars. After 
nearly nine months of operation, the 
trustees agreed with the treasurer on 
$50 as the amount of his salary up to 
that time. Deposits then amounted to 
$4796. received from 52 depositors. and 
a dividend of five per cent. was declared 
by the trustees. 

Since its founding the bank has been 
served by but eight presidents. namely, 
and in order of succession, John Os- 
borne, Dr. Ezekiel Fowler, Willis Cook, 
Lyman Cook, George Law, Austin S. 
Cook, Aram J. Pothier and Charles 
Nourse Cook. 

In 1928 the bank moved into elaborate 
new quarters in its own building, which 
is Italian Renaissance in design with a 
base of granite and the upper section 
of Indiana limestone. All windows and 
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doors are of Gorham bronze. The build- 
ing has a trontage of 56 feet, is 40 feet 
high, and has a depth of approximately 
1U0 feet. There is but one story ap- 
parent from the street, but in the rear 
there is a second story, utilized as a room 
for directors and committees. 


WORCESTER BANK AND TRUST 
COMPANY, WORCES- 
TER, MASS. 


HIS institution, the oldest trust 

company in Massachusetts, was in- 

corporated in 1868 as the Worces- 
ter Safe Deposit Company, later known 
as the Worcester Safe Deposit and Trust 
Company, then the Worcester Company, 
and finally as the Worcester Bank and 
Trust Company. 

The bank has been involved in several 
mergers, one of which, in 1917, brought 
together the Worcester Trust Company 
and the Worcester National Bank, which 
had been organized in 1804 as the 
Worcester Bank, the oldest commercial 
bank in Massachusetts outside of Boston. 

The Worcester County National 
Bank, which had previously become af- 
filiated with five other banks in Worces- 
ter County, was consolidated with 
the Worcester Bank and Trust Com 
pany in 1930 This affiliation, in which 
each bank maintained its separate 
identity, its own board of directors, aug- 
mented by members from the other 
boards, and its own officers and person- 
nel. now includes seven banks having a 
total of twelve offices in Worcester 
County. 

In this group of banks are the Worces 
ter Bank and Trust Company, Worces- 
ter; the Worcester County National 
Bank, Worcester and Fitchburg; the 
Second National Bank, Barre; the Clin- 
ton Trust Company, Clinton; the North 
Brookfield National Bank, the Spencer 
Nationa! Bank and the First National 
Bank of Webster. 

The combined figures for the group 
show capital and surplus of $11,500, 
000; resources of $85,000,000; deposits 
of $70,000,000; trust funds of $30,000,- 
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000 and safe-keeping and agency funds 
of $12,000,000. 

The chairman of the Worcester Bank 
and Trust Company is John E. White. 
ind the president is Walter Tufts. 


THE SECOND NATIONAL BANK 
OF BOSTON, MASS. 


HIS bank had its beginning ninety- 
nine years ago, having been 
founded in 1832 by the granting 
yf a charter by the Legislature to the 
“President, Directors and Company of 
the Mercantile Bank of Boston.” In the 
following year the Legislature granted a 
petition to change the name to the 
“President, Directors and Company of 
the Granite Bank,” and in July, 1833, 
business was actively begun under the 
supervision of twelve directors 
The headquarters of the Granite 
Bank, as stipulated in its charter, were 
at the head of Commercial Wharf. In 
1841 the business and banking activities 
of Boston centered around State Street. 


The already growing bank, in order to 


facilitate successful operations, trans- 
ferred its offices to State Street where 
various sites were occupied until the 
year 1860 when the bank erected the 
Granite Building at the corner of State 
Street and Merchants Row. For many 
years this was considered one of the 
representative buildings of Boston. In 
1864 the Granite Bank became a na- 
tional bank and its name was changed 
to the Second National Bank of Boston. 

The Civil War was one of the inter 
esting development periods of the bank 
James H. Beal, the then president of the 
bank, was a close friend of Salmon P. 
Chase, Secretary of the Treasury. Mr. 
Beal had the distinction of being con- 
sulted by Secretary Chase on numerous 
occasions and during the war the bank 
was appointed sole New England agent 
for the Government and _ distributed 
$65,000,000 in government securities, a 
remarkable feat for those times. 

In 1869 the bank moved to the Sears 
Building on Washington Street, where 
it remained until 1912, moving in that 


Zu7 


year to 111 Devonshire Street. Today 
it occupies its own modern and strikingly 
attractive building at the corner of Fed- 
eral, Franklin and Devonshire Streets, 
where it occupies the ground floor, 
mezzanine and basement. The bank 
moved to its new building in 1927. 
Thomas P. Beal is the present president 
of the Second National Bank. 


THE TANNERS NATIONAL BANK 
OF CATSKILL, NEW YORK 


HE Tanners National Bank was 
organized one hundred years ago 
as the Tanners Bank by Orrin Day, 
who had previously established a private 
bank in Catskill. Shortly after its 
organization the bank purchased the 
property on which it now stands. The 
Greene County Bank, which had stood 
on that site, had failed in 1826, and the 
property had gone into the hands of re- 
ceivers, from whom the Tanners Bank 
bought it. The brick and stone building 
which the Greene County Bank had 
used was taken over by the then new in- 
stitution which thereupon began business 
in it. This old brick building served the 
Tanners Bank until 1910, when the bank 
moved into its present marble structure. 
Today the only remaining piece of old 
equipment of the Greene Countv Bank 
is an old stool used by one of the em- 
plovees. The old clock over the entrance 
to the vault formerly hung in the Senate 
chamber in the state capitol at Albany. 
The Tanners National Bank has had 
but four presidents, Orrin Day, its 
organizer, who served until his death in 
1847; S. Sherwood Day, who succeeded 
his father and who served until his death 
in 1885, at which time he was succeeded 
by his son, Orrin Day, grandson of the 
founder; and, William Palmatier, who 
succeeded Orrin Day upon the latter’s 
death in 1930. In the year of his death, 
Orrin Day had completed, as president 
of the bank, a century of direct succes- 
sion from father to son. 
At the time of its incorporation in 
1831, the bank had a capital stock of 
$100,000. It was reorganized under the 
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act of April 18, 1838, to run forty years THE SALEM SAVINGS BANK, 
from December 31, 1859, with the privi- : SALEM, MASS. 

lege of increasing its capital stock to . 

$250,000 at the discretion of the direc- HE Salem Savings Bank was 
tors. An increase of $50,000 was made founded in 1818, with Edward A 
in 1860 and in 1865 the bank was re- Holyoke as first president and 
incorporated with a capital of $150,000 Moses Townsend as treasurer. Dr 
as the Tanners National Bank of Cats- Holyoke served the bank as president for 
kill, under the National Bank Act. twelve years, until his death in 1829 at 
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Announcement advertisement of the Salem Savings Bank, Salem, 
Mass., founded in 1818 as the Bank for Savings. 
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the age of one hundred years and eight 
months. He was a man ot distinguisned 
attainments, a scholar ot note and a 
physician or repute. The eldest son of 
President Holyoke of Harvard College, 
he studied medicine after his graduation 
from that institution, settling in Salem 
in 1849, where he practiced his protes- 
sion for more than eighty years. 

The bank began business in the old 
custom house, then known as the Cen- 
ral Building. A large bronze eagle 
namented the doorway. The bank 
was open one day a week, and at the 
nd of six months reported 184 deposi- 
ors. By the latter part of 1819 the 
sank had 255 depositors and by 1822 
nore than 1200. 

John Peabody, a shipbuilder of promi- 
ence, was the bank’s second president, 
serving in that capacity until 1844. In 
the course of his shipbuilding career he 
built eighty-three vessels and shipped 
not less than seven thousand seamen, 
many of whom he advanced to the rank 
of captain. Succeeding presidents of the 
bank were, in the order named: 
Nathaniel Silsbee, 1844-1851; Daniel A. 
White, 1851-1861: Zachariah Fowle 
Silsbee, 1861-1864; John Bertram, 1864- 
1865; Joseph S. Cabot, 1865-1874; Ben- 
jamin Hodges Silsbee, 1875-1879; Peter 
Silver, 1879-1883; William Northey, 
883-1893; Edward D. Ropes, 1893- 
1902; and Charles S. Rea, 1902 to date 

The growth of the Salem Savings 
Bank under the twelve presidents who 
have served it has been steady and pros- 
perous. Some years ago the bank 
adopted the school savings bank system, 
which it feels has proved successful from 
every standpoint. The first year of 
operation 2341 students opened accounts 
out of a total enrollment in Salem of, at 
that time, 6204. 


BLACKSTONE CANAL NATIONAL 
BANK, PROVIDENCE, R. I. 


HIS bank was organized under a 


state charter as the Blackstone 
Canal Bank in 1831. Nicholas 
Brown served as presidert of the bank 
for ten years, from its founding until 
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1841. He was perhaps the outstanding 
figure in the business and social life ot 
the community. He was the most not- 
able early bcuefactor of Rhode Island 
College which, in recognition of his 
many gifts and services, changed its 
name to Brown University in piace of 
its original title. He was succeeded as 
president by his son, John Carter Brown, 
under whose leadership the bank ex- 
tended its usefulness as a commercial 
bank, exerting a most beneficial influence 
in the many new enterprises that were 
springing up in Rhode Island. 

In 1850, Tully D. Bowen, member of 
another distinguished Rhode Island 
family, became president and his term 
of office carried the institution through 
the trying period of the Civil War. As 
its contribution to the war the bank in 
1861 loaned the state of Rhode Island 
$20,000 as a loan to be used in equip- 
ping the placing in the field of troops 
in response to the call of the president. 
In 1865 the bank changed to a national 
charter under the title Blackstone Canal 
National Bank. In 1869, J. Halsey De- 
Wolf, was elected the Blackstone's 
fourth president. General William 
Ames, who succeeded Mr. DeWolf, not 
only held office longer than any other 
president of the institution, but in many 
ways was the most distinguished figure 
ever connected with it. He was hailed 
by countless men throughout the coun- 
try as the first citizen of Rhode Island. 

General Ames died in 1914 and since 
that year, during the presidencies of 
Frank W. Matteson and Albert R. 
Plant. the bank has continued and 
steadily increased the scope of its service 
to the community in which it is now 
rounding out one hundred years of life. 


THE NATIONAL NEWARK AND 
ESSEX BANKING COMPANY, 
NEWARK, N. J. 


HIS institution was chartered in 
1804 and began business in that 
year as the Newark Banking and 
Insurance Company with a paid up cap- 
ital of $40,000. Elisha Boudinot was 
the first president. Temporary quarters 
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were provided in the house of Smith 
Burnet oa Broad street near Market. 
The bank rented these quarters for one 
year for $241.50. In 1805 the bank 
erected its own building—the first build- 
ing in the state built especially for bank- 
ing purposes. The building was con- 
structed on property on the corner of 
Broad street and Maiden Lane (later 
named Bank street, in honor of the 
bank) which the bank had purchased 
for this purpose for the sum of $483.50. 
The building included banking rooms 
and a cashier’s residence, and was de- 
signed with such foresight that it served 
the bank’s needs for half a century. 

In 1855 the bank built a new brown- 
stone building which housed its business 
until 1902. This new building was 
erected on the site of the old one, tem- 
porary quarters being occupied by the 
bank during its construction. 

The bank changed its name to the 
Newark Banking Company in 1855, 
upon authorization of the State Legisla- 
ture, and in 1865 it joined the national 
banking system, taking its present name 
at that time. 

In February, 1931, its one hundred 
and twenty-seventh anniversary, the 
bank moved into its new thirty-two story 
building, the largest and tallest in New- 
ark, occupying the entire frontage be- 
tween Commerce and Clinton streets on 
the site of the old Mutual Benefit Life 
Insurance building. The bank now has 
capital, surplus and undivided profits of 
nearly $8,000,000 and deposits of ap- 
proximately $45,000,000. Charles L. 
Farrell is president and Spencer S. 
March vice-president and cashier. 


CHATHAM PHENIX NATIONAL 
BANK AND TRUST COM- 
PANY, NEW YORK 


HE history of the Chatham Phenix 

| National Bank and Trust Com- 
pany dates back to June 15, 1812, 
when the parent institution was or’ 
ganized as the New York Wire Manu- 
facturing Company with banking privi- 


leges. The Phenix Bank was incor- 
porated and chartered as a bank in 1813. 
A few months atter passage of the Na- 
tional Banking Act in 1864, the Phenix 
Bank was nationalized. The Chatham 
Bank was organized in 1850 as a state 
institution. in 1865 it became Chatham 
National Bank. 

Chatham National Bank and Phenix 
National Bank were merged on February 
21, 1911, with Louis G. Kaufman, the 
present incumbent, as president. The 
new bank was known as Chatham and 
Phenix National Bank of New York, 
and had the then large resources of mo: 
than $20,000,000. 

In September, 1915, Chatham Phem 
took one of the most important steps 1 
its history in the merger with the Ce: 
tury State Bank. Up to this time n 
national bank in New York City ha 
established branches. With the acquis 
tion of the Century, Chatham Pheni 
became the first national bank in Nev 
York to engage in branch banking. Bx 
ing the pioneer in this respect, Chathan 
Phenix for six years held the distinctio: 
of being the only national bank in th 
city that offered neighborhood service t 
its customers. 

In 1925 the Metropolitan Trust Com 
pany: merged with Chatham Phenix un 
der the title Chatham Phenix Nationa 
Bank and Trust Company. This‘ merge: 
brought to Chatham Phenix Genera! 
Samuel McRoberts, long an important 
figure in financial circles, as chairman of 
the board. It brought likewise to thé 
enlarged institution an added asset in its 
trust business. It gave this institution 
the distinction of being the first national 
bank in New York to use “trust com 
pany” in its title. 

A record of Chatham Phenix growth 
since 1912 is given in the following 
comparative table of deposits: 


$ 21,546,000 
84,069,000 
139,000,000 
194,488,000 
239,000,000 
261,917,000 


December ? 
December 31 








FEDERAL BANKING LAWS 


Including Federal Reserve Board Regulations 
Compiled by JOHN EDSON BRADY 


1931 Edition 


A pocket-size volume which presents the important 
Federal laws and regulations applicable to national banks 
and state bunks which are members of the Federal Reserve 
System, with amendments to date. 


CONTENTS 


Chap. 1. The Comptroller of the Currency 
Chap. 2. National Banks 

Chap. 3. Federal Reserve System 

Chap. 4. Taxation 

Chap. 5. Crimes and Offenses 

Chap. 6. Foreign Banking 


APPENDIX A 


Interlocking Directors 
Campaign Contributions 
Investment and Discount 
Investment in Farm Loan Bonds 
Banks of Federal Reserve System as Stockholders in 


National Agricultural Credit Corporations 
Discount 


Legal Tender 

Reports 

Taxation 

Deposits 

Actions Involving National Banks 


APPENDIX B 


Federal Reserve Board Regulations 


The book contains the laws which should be within 
the immediate reach of every banker. Durably bound; 
390 pages; price, $3.50 per copy. 


THE BANKING LAW JOURNAL 
71 Murray Street, New York City 


We enclose check for $3.50 for which you may send us a copy of the 1931 
edition of FEDERAL BANKING LAWS. 
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“The End of Reparations” 


ARELY has a book written by a 
banker attracted so much atten- 
tion as has been bestowed on the 

volume published under the above title, 
the author being Dr. Hjalmar Schacht, 
ormer president of the German Reichs- 
rank. There are two or three reasons 
or this: the book made its appearance 
it a time when the financial plight of 
sermany was a subject of almost world- 
vide concern; the author had long occu- 
pied a position which gave him first- 
hand information regarding the han- 
dling of the reparations problem; and in 
addition, the manner of treating the 
subject is vigorous and frank to the 
point of brusqueness; it is also marked 
by exceptional ability in dealing with 
credit. 

Dr. Schacht puts a large share of 
blame for Germany’s present condition 
upon the Treaty of Versailles, but he 
is unsparing in his criticism of the Ger- 
man government. For the experts who 
framed the Young Plan he has a high 
respect, but considers that the possibility 
of a successful working of the plan was 
nullified by political interference. 

“What is called the peace Treaty of 
Versailles,” says Dr. Schacht, “is no 
treaty, and it has not brought peace. 
The essence of a treaty is that two 
parties, after stating their case, reach a 
common agreement. The Treaty of 
Versailles was written by one party 
alone. It was presented to the Ger- 
mans, and they were compelled, under 
threat of force, to sign it.” 

Dr. Schacht’s book is es 
for it discusses a subject 
ent importance 
presses many will dissent. None can 
deny that he has presented his case with 
clearness. force and great ability. 

Regarding America’s alleged aloofness 
from European affairs after the war, Dr. 
Schacht says: 


pecially timely, 
t of grave pres’ 
From the views he ex- 


*The End 
Schacht. 
York: 
($3.00) 


of Reparations, by Hjalmar 
translated by Lewis Gannett, New 
Jonathan Cape & Harrison Smith. 


“In public as in private life, when 
once you have stepped in and taken 
decisive action, you cannot suddenly 
withdraw. You cannot intervene, arms 
in hand, and decide the fate of Europe, 
and then, a few years later, declare that 
you will have nothing to do with 
Europe's destiny. Responsibility means 
more than to make a beginning; it means 
carrying through to the end.” 


The contention that Germany alone 
was responsible for the war is bitterly 
contested. “The Allied statesmen them- 
selves,” says the author, “instinctively 
felt the immorality of their course. That 
is why they inserted the famous Article 
231 into the treaty, imposing upon Ger- 
many the sole responsibility for the out- 
break of the war. If this one 
paragraph were to be disavowed, a large 
part of the treaty, including all the 
financial provisions, the reparations in 
particular, would fall.” 

After reviewing recent conditions, the 
author reaches this conclusion: “Now, 
since events have proved that we cannot 
make up the deficit in our international 
payments out of our own resources (out 
of export surpluses); and since we are 
compelled to meet reparations payments 
of about two billions annually in addi- 
tion to our purchases of foreign goods 
and the interest and amortization 
charges on our foreign obligations; since, 
furthermore, it is improbable that 
foreign credits will continue to be avail- 
able for these purposes; and_ since, 
finally, it would be idiotic to continue 
to resort to such credits, it is absolutely 
certain that a time will come when the 
whole system will smash.” 

The grounds on which this conclusion 
is based are quite fully stated; they are 
too lengthy to be here reproduced. 

While attributing to the Treaty of 
Versailles and the reparations payments 
the chief responsibility for Germany's 
ills, the author puts a large share of 
blame on the Socialist system. “Ger- 
many,” he says, “having lost the war, 
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THE BRITISH 


OVERSEAS BANK 
LIMITED 


Capital Authorized... .£5,000,000 
Issued and Paid-up. . . .£2,000,000 
Reserve Fund........ £225,000 


Through its world-wide connections 
and agencies the Bank is able to offer 
to its clients at home and abroad ex- 
ceptional facilities in foreign exchange 


and in the financing of every form of 
foreign trade, and also to provide up- 
to-date credit reports and information 
as to international business conditions. 
Correspondence invited. 


33, GRACECHURCH STREET 
Lombard Court, LONDON, E.C. 3 


Telegraphic Address: *‘Saesrevo, London.” 


Affiliated Institution in Poland: 
Anglo-Polish Bank, Limited, WARSAW 


the revolution of 1918 brought to the 
helm a party which had no concern for 
the defence of the economic interests of 
the nation, but at once set to work to 
enjoy the barren triumph of applying its 
party theories, which it expected would 
make all mankind happy. . . . The 
fundamental malady of the Socialist 
system is its tremendous overvaluation 
of the machinery of the state. ‘ 
The greatest failing of this entire system 
is obvious: it substitutes for the responsi- 
bility of the single individual a supposed 
collective responsibility. Thirty 
per cent. of the entire industrial popula- 
tion of Germany are today government 
officials in one form or another or work 
in enterprises upon which the national, 
state or local government exercises a de- 
cisive influence. Thirty per cent. of the 
industrial population of Germany are 
therefore immediately dependent for 
their livelihood upon public and political 
corporations. For industry this means 
that the inspiring struggle to obtain the 





maximum product and the maximum 
economic success gives way to the ruin- 
ous thought of crawling into public 
charity. Tt means that the struggle to 
make one’s personality have meaning 
and value gives way to running alon 
with the party. Men. wh 
entire effort was once devoted to taki: 
care of themselves are made into me 
political officials; men who were one 
dependent upon the product of th 
own activity become people for whe 
those who still accept economic ris 
must help to provide; men who hop 
to rise and make themselves count as 
result of distinguished achievement b 
come indifferent mechanical workers w} 
insist upon their politically guarantee | 
rights. ‘ 

“This sy stem has at last and certain! 
come to an end. The screw can b 
turned no further; it is no longer effec 
tive. And no more money can be bor 
rowed. The world is quite properl: 
beginning to ask for indications of hov 
hillions of reparations can be paid anc 
at the same time the interest anc 
amortization payments be worked out of 
the German economic system. 

“The economic world no longer be 
lieves in the feasibility of reparations 

The Treaty of Versailles and 
the reparations requirements have 
plunged the world into moral and 
economic chaos. Two paths lead out of 
this chaos, and both must be followed. 
One is the path of moral renaissance. 
It requires that the immoral basis on 
which the Treaty of Versailles was built 
be reconsidered, that the charge, long 
ago disproved by all the specialists, that 
Germany alone was supine for the 
war, be officially withdrawn, that the 
breach of faith be repaired, and Wil- 
son’s fourteen points be made, as was 
solemnly promised, the basis of a real 
peace. The fight for this moral renais- 
sance has just begun; it cannot be 
silenced by any conceivable propaganda 
of violence. 

“The second path out of chaos is the 
path of economic sense. This book has 
concerned itself with marking out this 
trail. 
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Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


the Philippine Islands. 


With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 


Inquiries and correspondence invited. 


ee 


the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 
Careful and close attention given to the collection business of foreign banks. 


Che Bank of the Philippine Jalands 


ESTABLISHED 1851 
AUTILORIZED CAPITAL, P10,000,000.00 


CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 


(ONE U. 


Cable Address: 


BANCO 


S. $=TWO PESOS) 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO 
RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS 

J. M. GARCIA 

V. J. JIMENEZ 


“It would be no more foolish to at- 
tempt to grow bananas at the North 
Pole than to try to Squeeze money out 
of a people which is socially and eco- 
nomically incapable of paying it. Such 
an effort is brutal and stupid, and there- 
fore impractical. We cannot avoid the 
conclusion: either reparation must be 
renounced, or the German people must 
be enabled to earn reparations. 

“The solution of this problem is be- 
coming a cardinal problem of the capi- 
talist system. A capitalism which can- 
not feed the workers of the world has 
no right to exist. . .. 

“Why should a foreign banker or 
capitalist have confidence in a country 
which is burdened with a reparations 
obligation of two billion marks annually, 
and has not for twelve years been able 
to pay a single pfennig, of this out of 
its own economic earnings? So long as 
the reparations obligation persists, and 
so long as the world is not convinced 
that ways and means have been assured 
by which Germany can pay off these 
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reparations out of her own 
economic activity, Germany 
no more credit. 

“So we see that the tribute imposed on 
Germany is the cornerstone of all Ger- 
man policy. We cannot get back on 
our feet economically, and we cannot 
solve the social problems which day 
after day become ever more ominous, 
until the tribute problem is solved. To 
do that by our own strength alone is 
impossible. The co-operation of the 
other powers which -the Young Plan 
assumed has thus far been lacking. If 
it continues to fail us, that will mean 
the end of reparations. If violence is 
still used against us, we shall be still 
further spent and exhausted. In that 
case we shall be unable to repay even 
the loans advanced by private creditors. 

“A responsible German government 
must face the urgent task: either it must 
demand that the obligations assumed by 
the Allies in the Young Plan be carried 
out, or it must stop making reparations 
payments.” 
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Member of the American Bankers Association 


This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, Mail and Cable 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
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on balances in Mexican Gold and Silver, Dollars and European money. 


ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 
The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, 
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payable 


free of charge by the head office in Mexico City, their 26 Branches and numerous 
Correspondent Agents located in the principal cities and towns in the Republic of 


Mexico. These cheques are received in payment of services by all Mexican Federal == 
offices, namely: Custom House, Post Office and Telegraph, also by Railways, Cable = 


Offices and leading Hotels. 


INFORMATION BUREAU FOR TOURISTS IS MAINTAINED = 
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Progress in 


HE South Manchuria Railway has 

recently issued its second report on 

the progress of Manchuria. The 
report contains over 300 printed pages 
of statistics and description with many 
illustrations and tables. We quote from 
the introduction as follows: 


In the previous report it was stated that 
the development and progress materially and 
morally effected in Manchuria during the two 
decades after the Russo-Japanese War pro 
ceeded steadily, with peace and order fairly 
well maintained in this region. The un- 
toward Russo-Chinese dispute respecting the 
Chinese Eastern Railway in 1929, though it 
caused a suspension of part of the world 
communication connecting East Asia and Eu- 
rope for six months, and produced distur- 
bances along this line, hardly affected the 
trade and agriculture of Manchuria as a 
whole. 

Although the southern coalition armies of 
the Kuomintang—headed by General Chiang 
Kai-shek, Marshal Feng Yu-hsiang, General 
Yen Hsi-shan, and others—finally succeeded 
in June, 1928, in their last campaign against 
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Manchuria 


Marshal Chang Tso-lin, the commander-in 
chief of the military government established 
at Peking, by capturing Peking and Tientsin, 
the coalition leaders themselves in the follow- 
ing year engaged in political and military 
strife which lasted until September, 1930. 
Manchuria, fortunately, not being involved 
in these civil wars (1929-30), continued its 
normal course in economic growth, but was 
not exempt from the influence of the world- 
wide economic depression which marked the 
year 1930 and may continue for some 
time yet. 

Manchuria lies in the northeastern ex- 
tremity of the Republic of China, and parts 
of Russian Siberia and Japanese Korea form 
its northeastern boundary. Its area, cover- 
ing about 382,000 square miles, is almost the 
same as that of Egypt, or the aggregate area 
of Texas and New Mexico in the United 
States; it is almost half the size of Mexico, 
or more than three times the size of Japan 
proper. The population of Manchuria in 
1929 was variously estimated at from 25, 
000,000 to 29,000,000. It is now steadily 
increasing, owing to the constant inflow of 
Chinese immigrants. The natural resources 
of Manchuria, in contrast with those of other 
parts of China, are generous, especially its 























BANKERS INVITED 








igricultural, mineral, and forestry wealth. 
The arable land, covering about twenty-five 
per cent. of the total area; is of fertile soil, 
ind many areas are still virgin, especially in 
North Manchuria, and awaiting development. 
Manchuria was in fact a “Forbidden Land” 
for many generations, not only to the world 
at large, but more particularly to the Chinese 
themselves. It was much of a terra incognita 
as recently as thirty years ago. 

The name of Manchuria became known to 
the world largely as a battlefield. The Sino- 
Japanese war of 1894-5 and the Russo- 
Japanese war of 1904-5 were fought in Man- 
churia. After the Sino-Japanese war the 
Russians opened up portions of Manchuria 
by the construction of the Chinese Eastern 
Railway. But a section of it fell to the 
Japanese after the Russo-Japanese war, and 
in Japanese hands it has proved a great fac- 
tor in transforming Manchuria into a land 
of opportunity for the world at large, in 
co-operation to a greater or less extent with 
China, Russia, and other countries. In re- 
cent years, it has stimulated the Chinese to 
new activities, especially in the projecting of 
railway construction and the development of 
agriculture. 


PEACE AND ORDER 


In the Russo-Japanese war the Russian 
Pacific Fleet together with the Baltic Fleet 
was practically annihilated. Subsequently, 
most of the main squadrons of the other 
European powers were withdrawn from 
Oriental waters and concentrated in the 
North Sea and Mediterranean. After the 
Russo-Japanese war a period of tranquility 
set in throughout the Far East. As regards 
Manchuria, enduring peace and order were 
maintained for almost a quarter of a century 
except for sporadic outbreaks, while revolu- 
tions, civil wars, or other political distur- 
bances were unfortunately as frequent in 
China proper, after the establishment of the 
republican regime, as at any time in the past. 
Indeed, Manchuria was the only region in 
the whole vast area of China which offered 
the benefits of peace and order to the calam- 
itv-stricken people of Shantung, Chihli, and 
Honan, who were driven out by the famine, 
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Offices in the City and various Branches in other parts of 

India, puts us in the best position to serve you. 

S. N. POCHKHANAWALA, Managing Director 








warfare, and extortionate taxation which pre- 
vailed especially during the civil war of 1926- 
8, and again during the frequent civil wars 
of 1929-30. Order in Manchuria has thus 
been preserved since the Russo-Japanese war, 
without serious interruption, despite the fre- 
quent forays of Manchurian bandits upon 
isolated settlements. This has been achieved 
partly with the aid of the Japanese troops, 
which, though stationed in the limited areas 
of the Leased Territory and the Railway 
Zone, exercised a moral weight in the pres- 
ervation of order in Manchuria in general, 
while the military authorities of the Three 
Eastern Provinces also played an important 
part in the maintenance of peaceful condi- 
tions. The railway guard of the Chinese 
Eastern Railway, one of the important fac- 
tors in the maintenance of peace in North 
Manchuria, were formerly Russians, who were 
replaced by the Chinese in 1920. Accord- 
ing to the annual report of this railway, it 
pays to the Chinese guards each year from 
3,500,000 to 4,100,000 roubles, which ex- 
penditure is recorded under the head of 
“Sudsidies to Chinese Government institu- 
tions.” Her participation in the maintenance 
of order in Manchuria is costly to Japan. 
Though the number of railway guards is re- 
duced to less than that allowed by treaty, 
Japan still has to spend more than 20,000,000 
yen a year on soldiers and police in the 
Railway Zone and Leased Territory. And, 
in times of crisis, whenever civil war or 
other disturbance has threatened the peace 
and order of Manchuria, in a manner calcu- 
lated to affect Japanese life and property, the 
military expenditure has increased. The main 
tenance of peace and order in Manchuria is 
vitally important, particularly to Japan, whose 
investments in the territory amount to more 
than 2,000.000,000 yen; the territory is in- 
creasingly becoming the chief granary and 
source of raw material for Japanese industries. 
Furthermore, 1,000,000 Japanese subjects, in- 
cluding 760,000 Koreans, have their homes 
in Manchuria today. Japan has thus vital 
relations with Manchuria. In a broader sense, 
historically and politically, Japan wishes to 
prevent any repetition of the bitter expe- 
rience of the past—any disturbance of Man- 
churia which would affect the security of 
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Korea and Japan, and ultimately the general 
peace of the Far East. 


RAILWAYS 


The railways of Manchuria have played a 
most important part in its development, as 
they do elsewhere. More than 3,700 miles 
of railway have been built in this region 
since 1897, while little over 4,200 miles have 
been built in the vast territory of China 
proper since 1877. Of the total mileage in 
Manchuria, China owns more than _ half, 
Russia 1,070 miles, and Japan about 700 
miles. The Chinese railways. though aggre- 
gating a greater mileage than the Japanese or 
Russian, are mostly financed by foreign, espe- 
cially by Japanese, capital; while the Man- 
churian section of the Peking-Mukden line, 
between Mukden and Shanhaikwan, with 
branch lines, was built with British capital. 
Until quite recently, agricultural crops were 
transported by means of the inadequate wa- 
terways, and by the primitive Manchurian 
cart, but the railways are today carrying 
every year larger numbers of immigrants and 
greater quantities of agricultural products 
and other staples. Especially the South Man- 
churia Railway, running through the heart 
of South Manchuria, with a terminal at the 
highly improved port of Dairen, and con 
necting with the railways running to China 
proper, Korea, and westwards to Europe, is 
playing the most significant part in the re- 
markable growth of the agricultural produce 
and in the stupendous development of the 
international trade of Manchuria. The ac- 
tivities of the South Manchuria Railway Com- 
pany in coal and iron mining and other in- 
dustries are not only augmenting the supply 
of agricultural and mineral products, but are 
also providing employment for hundreds of 
thousands of Chinese, who have been at- 
tracted to Manchuria from the neighbouring 
provinces, chiefly from Shantung. 

The Russian-owned Chinese Eastern Rail- 
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way, which is now operated under Sino 
Soviet joint management, traversing the heart 
of North Manchuria, with its terminal at 
Vladivostok, not only constitutes a section of 
the world route to Europe, but is the chief 
factor in the development of North Man- 
churia where immense areas of virgin lands 
await exploitation. During the last several 
years the Chinese themselves have assumed 
the initiative in building railways, by extend- 
ing the Peiping-Mukden line toward the 
Kirin, Jehol and Amur Provinces. Also, sev- 
eral lines in the Amur province, north of 
the Chinese Eastern line, have been con- 
structed or are projected for the exploitation 
of the virgin lands in the North. Construc- 
tion work at Hulutao Harbour was com- 
menced in July, 1930, this port being in- 
tended as a terminal of the newly-projected 
lines ramifying to the Mukden, Kirin, Amur 
and Jehol Provinces. After the completion 
of this harbour construction, Chinese-owned 
railways would play an important part in 
developing Manchuria. 


GROWTH OF PRODUCTION 


As recorded in the last report the railways 
being gradually developed, and peace and 
order being maintained, agricultural, mineral, 
forestry and other. industrial developments 
have made steady progress, greatly aided by 
ample, supplies of labour, due to the constant 
inflow of Chinese coolie immigrants and 
ready capital, mainly Japanese. In 1915, the 
estimated production of soya beans, kaoliang 
(a sort of sorghum), millet, wheat, barley, 
oats, rice, etc., amounted to 404,500,000 
bushels. Fourteen years later, in 1929, these 
crops were estimated at over 876,000,000 
bushels. The soya bean, today commanding 
a world-market, and kaoliang, used as the 
staple food of the native population and also 
as cattle fodder, are the most important 
among agricultural products. The produc- 
tion of soya beans, amounting at present to 
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about 221,000,000 bushels, or 5,300,000 tons, 
annually, has doubled during the last four: 
teen years, while the production of kaoliang, 
imounting to 217,000,000 bushels, has also 
ncreased. The commercial importance of the 
oya bean and its products—oil and cake 
has made Manchuria famous. They are so 
sxredominant that they now constitute more 
than 60 per cent. in value of the entire 
xport trade of Manchuria. Of 4,721,000 
tons of beans and bean products exported 
in 1929, more than 41 per cent. went to 
Japan, about 44 per cent. to Europe, 13 per 
cent. to China, and the rest to the United 
States and other countries. Next to beans, 
millet is now the most important crop, pro- 
ducing 171,000,000 bushels every year, of 
which about 13,000,000 bushels were ex’ 
ported exclusively to Korea in 1929. Korea, 
notwithstanding a deficient rice supply, ex- 
ports rice to Japan proper to the amount of 
31,000,000 bushels, and imports Manchurian 
millet and the cheaper grade of Indo-China 
rice as a substitute for the rice deficit. As 
the Manchurian bean and beancake, imported 
to Japan as foodstuff and fertilizer, are today 
assisting in the solution of the national food 
question in Japan, Manchurian millet affords 
the same service to Korea. 
EXPANSION OF TRADE 

The external trade of Manchuria remained 
insignificant for many years, as the region 
was undeveloped and Newchwang was the 
only Manchurian port opened to trade. But 
the Russo-Japanese war, which marked a 
new epoch for Manchuria, inaugurated a 
most radical change in the tradal situation, 
particularly after the opening of the port of 
Dairen. Prior to the war, Japan and the 
United States took the initiative in opening 
additional ports in Manchuria, such as An- 
tung and Mukden. Japan secured from 
China by formal agreement her consent to 
the opening of 24 places in Manchuria, in- 
cluding Harbin, Manchouli, Aigun, Suifenho, 
Liaoyang, and others. China, after first open- 
ing Antung on March 1, 1907, formally 
opened nine other important towns, including 


Harbin, Mukden, and Manchouli, by 1911. 


In July, 1907, Dairen, in the Leased Terri-’ 


tory, was opened by Japan as a free port. 
In the year Dairen was opened, the total 
trade of Manchuria was valued at 42,000,000 
Hk. Tls.,* i. e., 6 per cent. of the total trade 
of China. In 1929, this was increased to 
over 755,000,000 Tls., i. e., 20 per cent. of 
China’s total trade.t Of this amount, 508. 
000,000 Tls. belongs to Dairen. That is to 
say, the trade of Manchuria itself expanded 
more than sixteen times in the last 23 years, 
and Dairen’s share amounted to more than 
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66 per cent. of Manchuria’s total trade. 
Manchuria has one particularly bright aspect 
in its trade in that it maintains an excess of 
exports Over imports 1n most years, contrary 
to the trade in China proper, where im- 
ports have invariably exceeded exports, as 1n 
Japan and Korea. 

Of the total exports for 1929, amounting 
to 425,000,000 Tls., Manchurian beans and 
derivatives constituted more than a half, or 
255,000,000 Tls. As already stated, Japan 
is the heaviest purchaser of these products. 
European countries bought over 44 per cent., 
and there is a strong upward tendency in 
the overseas markets in the supply of chemi- 
cal industries and cattle-fodder. 

Regarding the import trade of Manchuria, 
cotton goods are still the most important 
item. The total imports for 1929 aggregated 
329,000,000 Tls., of which 80,000,000 Tls. 
represented the proportion of cotton goods, 
including yarn. Of the cotton imports, Japan's 
share was about 60 per cent. and China's 
share 33 per cent. When Newchwang was 
the only open port in Manchuria, England 
maintained a virtual monopoly of the import 
of cotton goods, and later the United States 
attained the leadership in this trade. Japanese 
cotton goods were first imported several years 
before the Russo-Japanese war, but to a 
negligible amount. The Japanese industry 
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in those days was not in a position to com- 
pete with either British, American, or Indian 
mills. Japan's strenuous but constant efforts 
to develop this industry, especially after the 
Russo-Japanese war, were gradually crowned 
with success. Moreover, Japan's geographical 
position, and her ability to produce a much 
cheaper staple by mixing raw materials of the 
American higher grades with others of Indian 
and Chinese lower grades, ultimately secured 
the market. Before the outbreak of the Eu- 
ropean war, the imports of cotton goods, ex- 
cept of the best qualities, were almost wholly 
supplied by Japan. The war temporarily 
crippled the cotton mills in Western coun- 
tries and also carriage by sea, and at this 
period Japan enjoyed complete supremacy in 
this trade in Manchuria. After the war, 
goods manufactured in China proper gradu- 
ally increased in quantity, and they now rep- 
resent 33 per cent., next to those of Japan, 
as already stated. 

It must be remembered, however, that the 
increased importation of Japanese cotton 
goods into Manchuria means that the Japan- 
ese mills must buy more raw cotton from 
America, India, and China. Nor does the 
falling-off in the imports of British and 
American cotton goods affect adversely the 
total of their imports into Manchuria. On 
the contrary, the trade of both Britain and 
the United States has increased in other de- 
partments. Imports of machinery, other iron 
manufactures, oil, woolen goods, flour, etc., 
from America and Europe have steadily in- 
creased. Since the South Manchuria Rail- 
way Company entered the field, there has 
been a steady demand for supplies of iron 
manufactures for railways, mines, iron works, 
and other industrial undertakings, and in 
recent years for Chinese railway construction. 
Imports from the United States, including the 
Philippines, amounted to 6,775,000 Tls. in 
1908, and increased to 245,600,000 Tls. in 
1929; while those from Great Britain and 
dependencies increased from 2,693,000 to 
26,200,000 Tls. during the same _ period. 
German imports increased from 150,905 to 
8,500,000 Tls. Moreover, the foregoing 
probably do not represent the total figures; 
they are the Customs returns, which do not 
include goods shipped to Japanese ports and 
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Shanghai and thence re-shipped to Mat 
churian ports. 

In the trade of Manchuria, as a whole 
Japan still maintains the supremacy gained i: 
imports as well as in exports, but she pur 
chases more than she sells. While America: 
and European trade in Manchuria also mark 
edly increased during the last two decades 
those continents sold more than they bought. 
with the exception of Denmark, Holland, and 
Italy, which are large buyers of soya beans 
Manchurian trade with China proper has 
steadily grown since the European War. 


CHINESE THE CHIEF BENEFICIARIES 


Historically, politically, and economically, 
Manchuria, within whose borders the sover- 
eign rights of China are scrupulously ob- 
served, is internationally concerned more par- 
ticularly with Japan and Russia. Yet the 
Chinese themselves are the chief beneficiaries, 
so long as peace and order are maintained 
and the development of the country con- 
tinues. Manchuria was liberated from Rus- 
sian military control after several years of 
actual occupation by the forces of the Czar, 
and outside the leased territory and the rail- 
way zones, administrative unity was restored 
to China. Ever since, order in Manchuria 
has been preserved without serious interrup- 
tion. While the population of the central 
areas of China suffers from frequent distur- 
bances, the Chinese in Manchuria enjoy the 
benefits of peace and prosperity. As already 
stated, an extensive railway system has been 
constructed which has proved a very im- 
portant factor in the development of the 
country. This not only conveys Chinese 
travellers and immigrants with safety, but 
transports the farmers’ harvests to the ex- 
pectant markets. The South Manchuria Rail- 
way Company in its various undertakings 
(railway, harbour, mining, etc.), employs 
about 20,000 Japanese, including officials 
and engineers, and about 13,000 regular 
Chinese employees. In addition, some 60,000 
Chinese coolie day-labourers receive wages 
from the company to the amount of from 
five and a half to six million yen a year. 
While the company paid 30,000,000 yen to 
shareholders as dividends in the fiscal year 
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Mar 31, 1930, the aggregate 
of wages paid was 28,800,000 yen, 
25 per cent. went to the Chinese 
Probably ten or twenty per cent 


earnings of the Japanese employees 
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might be sent to Japan for the 
their 


earnings 1s 


Support ol 
remainder of their 
practically spent in Manchuria, 
and the bulk of it goes into Chinese pockets. 
The Chinese labourers employed by the South 
Manchuria Railway and its affiliated corpora- 
tions are enjoying far better wages and condi- 
tions of living than those engaged by native 
firms or undertakings. Along with the ex- 
tension of railways and the development of 
the country, the products of Manchuria have 
been stupendously increased in the last quar- 
ter of a century, which have converted Man- 
churia into an exporting country. The re- 
sult of these combined advantages is seen in 
a marked improvement in the standard of 
living of the Chinese. Before the Russo- 
Japanese war, bean oil was generally used 
for lighting purposes, and sugar was regarded 
as a luxury or a medicine. But, in recent 
years, the imports of sugar and petroleum 
have year by year. The women- 
folk in bygone days wore heavy imported 
cotton piece-goods, weighing 17-8 pounds 
per bolt, but now the weight of such goods 
has been reduced to 12-3 pounds, which is 
significant of the improvement in the general 
condition of living. 
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though the 
much attention, has 
marked progress during 
Should China, 
more particularly the authorities of the Three 
Eastern Provinces, and the foreign Powers 
especially Japan and Russia, co 
operate more fully in the development of 
Manchuria, instead of prejudicing their re 
spective interests by international 
and cutthroat competition, o1 
boycotts by the Chinese, which 
would have been productive of so mucl 
harm to all in the past, it would promote tl 

respective interests of every nation concerned, 
and would improve the moral and material 
well-being of the Chinese people. 

After the war with Russia, Japan, in the 
development of her acquired interests in Man 
churia, upheld the principle of equal oppor 
tunity for all nations and endeavoured t 
work in the spirit of co-operation and con- 
ciliation, particularly in her dealings with 
China and Russia. She opened in 1907 the 
port of Dairen in the Leased Territory as 
a port free to all nations. When the South 
Manchuria Railway Company was about to 
be formed in 1906, Japan invited the Chinese 
Government and private individuals to take 
over any part of the stock offered for public 
subscription. But the offer was ignored, and 
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China thus lost an opportunity of participat- 
ing in what it was expected would be a 
profitable undertaking. Fortunately, a num- 
ber of Sino-Japanese joint undertakings in 
iron and coal mines, the lumber industry, 
water-works and electric plants, railways, 
etc., were formed subsequently. International 
trafic being an important aspect of the work 
of the South Manchuria Railway, the com- 
pany made constant efforts to establish inter- 
national through traffic, particularly in co- 
operation with the railways of China and 
Russia. When the late Count Goto, the 
first president of the company, went in May, 
1908, to Petrograd on a visit of courtesy, 
he took the initiative in arranging for direct 
through traffic between the South Manchuria 
Railway and the Chinese Eastern Railway, 
which connects with the Russian line to Eu 
rope. When the reconstruction of the Antung- 
Mukden line was completed in 1911, an ar- 
rangement for international through traffic 
for passengers and freight between the South 
Manchuria Railway and the Peking-Mukden 
Railway of China was made. At intervals 
since then, the so-called Interlines Confer- 
ences between China and Japan and Russia 
have been held, and much benefit has been 
derived by all parties from these meetings. 

In the development of Manchuria, the co- 
operation of foreign skill and capital has 
played an important part. Most of the rail- 
ways were built by foreign powers or with 
the co-operation of foreign capital. During 
the period of reconstruction and improvement 
of the South Manchuria Railway, the com- 
pany on several occasions issued debentures, 
aggregating £14,000.000, on the London mar- 
ket, and purchased rails, locomotives, and 
other rolling stock in large quantities in the 
United States. The Russians built the 
Chinese Eastern Railway mostly with French 
and Belgian capital, while the Manchurian 
section of the Peking-Mukden line of China 
was built principally with a British loan 
amounting to £2,300,000. Several Chinese 
lines in Manchuria were built with Japanese 
capital. Japan, though she may object to 
lines being built parallel to or in other ways 
seriously prejudicial to the interests of the 
South Manchuria Railway, is quite willing 
to invite foreign capital to participate in the 
development of Manchuria. The Japanese 
Government formerly held the preferential 
right to make loans for railway construction 
in South Manchuria and Eastern Inner Mon- 
golia, and also for other purposes in these 
regions, but Japan voluntarily renounced cer- 
tain parts of this preferential right in a 
statement made at the Washington Confer- 
ence, and threw the field open to the joint 
activities of the International Consortium. 
In the fall of 1930, it was often reported 
that the Chinese authorities were planning 
the construction of a railway net in Man- 


churia, the project being to build about 
thirty railway lines to converge on the new 
Hulutao Harbour, which if accomplished 
would virtually ruin the South Manchuria 
Railway, some of the contemplated lines being 
parallel to the premier line, while in one or 
two instances, the South Manchuria Railway 
is sandwiched in between. While questions 
relating to railways and other matters in 
Manchuria are still pending between Japan 
and China, the news naturally created a 
certain sensation in Japan. Baron Shidehara, 
in his capacity of Minister of Foreign Af- 
fairs, delivered a speech in the Imperial Diet 
on January 22, 1931, in which he referred 
to the relations of Japan with China as 
follows: 


“Japan and China have built up their 
existing close and complex relations, in 
the political and economic spheres, with 
an historical background extending over 
a considerable number of years,” 


and emphasized the need of mutual co-opera- 
tion by saying: 


“Only by mutual co-operation in an 
endeavour to discover the true bases of 
their common welfare combined with a 
generous and sympathetic understanding 
of each other's point of view, can all 
issues between the two nations be satis- 
factorily set at rest and the true inter- 
ests of both parties promoted.” 


Finally, regarding the pending questions 
relating to the railways in Manchuria, the 
Foreign Minister concluded as follows: 


“We now propose to exert every en- 
deavour to settle them on the lines indi- 
cated. It is needless for me to repeat 
that we have no intention of seeking 
anything like unfair and selfish terms 
of settlement in disregard of China's 
legitimate position. Nor can it be be- 
lieved that China, on her part, harbours 
a design to reduce the South Man- 
churia Railway to ruin. Such a scheme, 
if ever it were contemplated, would 
hardly be capable of ultimate realization.” 


The present report, as the former report, 
though describing as succinctly as possible 
the geographical features of Manchuria and 
the country’s history, chiefly referring to its 
international relations, as the necessary back- 
ground, is intended to deal more in detail 
with the material and moral progress effected 
during the last quarter of a century. It is, 
however, a matter of regret that statistical 
records of phases of Chinese and Russian 
activities are not as readily accessible as those 
relating to Japanese activities. 
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ERMANY has for some weeks 

occupied the center of the 

“uropean stage. Delay in getting 
President Hoover’s debt and reparations 
plan approved and in operation greatly 
added to the distrust of Germany's 
economic and financial condition and led 
to continued foreign withdrawals. While 
the $100,000,000 credit to the Reichs- 
bank, due in mid-July, was renewed— 
more or less under compulsion—difh- 
culty was experienced in securing a large 
foreign lcan considered essential to offer 
any real relief to the situation. Under 
these circumstances the German govern: 
ment was compelled to resort to various 
expedients to check further foreign 
withdrawals and to prevent runs on 
domestic banks. Banks in several nearby 
countries have been unfavorably affected 
by Germany’s troubles. These distur- 
bances are generally regarded as a pre- 
liminary to events of far wider signifi 
cance. The whole question of repara- 
tions and war debts will have to be 
reconsidered in the light of present cir- 
cumstances. To meet this new situation 
it may become necessary to convoke an 
early meeting of all the interested 
powers. If from such a meeting perma- 
nent good is to result it can be obtained 
only by the display of a mutual spirit 
of accommodation. France will have 
to make further concessions on repara- 
tions, the United States must make 
additional sacrifices on war debts, and 
Germany must show greater sincerity 
in meeting her obligations. Without 
the display of such a spirit all around. 
a conference of the character indicated 
will be futile. At bottom the question 
is not merely how much France wishes 
to receive on reparations accounts, nor 
how much this country would like to get 
back from our European debtors. Even 
the equities of the case will have to be 


disregarded. It is no longer a question 
of what Germany rightly ought to pay, 
but what can be paid consistently with 
the preservation of the country’s eco- 
nomic structure and the maintenance of 
the present social organization. That is 
the unpleasant situation that must be 
faced. To disregard it longer will be 
merely relying upon a broken reed, to 
keep alive the spirit of uncertainty and 
unrest that has already brought a large 
part of the world to the brink of eco- 
nomic chaos. Germany must be brought 
back to a position of economic stability, 
by her own efforts chiefly, supplemented 
by such help as may be reasonably given 
by her creditors. It may not yet be too 
late for France to recover a large amount 
on reparations account, nor for this 
country to salvage a considerable sum 
of the war debts, but whether this shall 
be so or not will depend upon a spirit 
of mutual accommodation shown by 
France and the United States and by 
practical evidence on the part of Ger- 
many to give the right response to this 
leniency by her creditors. The alterna- 
tive to such a policy is not easy to con- 
template. A bankrupt and disaffected 
Germany would mean social disorder, 
possibly revolution, with consequences 
which it would be difficult to exaggerate. 
Manifestly, these possibilities are not 
new; they have long lurked in the back- 
ground; now they are coming to the 
forefront with a menace that can no 
longer be ignored. To say this is not to 
take sides with either of the interna- 
tional disputants, but only to recognize 
actualities. For it is with these, after 
all, that the world must deal. Back of 
this economic upheaval lies the political 
animosity existing between France and 
Germany. This disquieting factor in 
the situation rarely receives the con- 
sideration it deserves and frequently it 
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is ignored entirely. Until it is removed, 
or its immediate danger allayed, 
European economic peace will hang in 
the balance. 


GREAT BRITAIN 


Considering how near London is to 
the troubled theater of Continental 
affairs, it is rather surprising that the 
repercussions of recent disturbances 
across the Channel have had so smail 
effect in this great financial center. True 
enough, there have been recurrent 
periods of optimism and pessimism on 
the Stock Exchange, but these have been 
temporary waves common to all specu- 
lative activitv. In the face of a very 
serious situation in Germany and other 
countries of Central Europe, London 
has kept its usual poise. Very likely 
this is due to the fact that recent de- 
velopments did not take London com- 
pletely bv surprise. The bankers of the 
City are in close touch day by day with 
the European situation; and are rarely 
caught napping. Britain has long suffered 
from unemployment and declining trade, 
but in the face of a severe and long 
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continued depression the British banks 
have stood firm, and the country has 
met its obligations. 

REVENUES AND EXPENDITURES 

For the three months ending June 30 
revenue returns amounted to £145,600,- 
000, compared with £153,300,000 for 
the corresponding period of last year. 
Expenditures were £233,700,000 for the 
first quarter of 1931, compared with 
£234,700,000 for the same period in 
1930. There was a deficiency of £88,- 
100,000 in the first quarter this year, 
compared with £81,400,000 last year. 
The quarter’s loans to the unemploy- 
ment fund were £12,600,000 this year— 
an increase of £8,600,000 over the 
figures for the corresponding period of 
1930. 


HIGH COST OF UNEMPLOYMENT 
INSURANCE 


The report of the Royal Commission 
on Unemployment Insurance furnishes 
some striking information as to this type 
of relief. Summarizing the figures given 








THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent: 


Capital Authorized. 
Capital Paid-up 
Reserve Fund and Undivided Profits 


BANK OF (MONTREAL 
, : ; ° . - £3,000,000 
£1,050,000 


£1,666,845 


BANKERS:-—Bank of England; Midland Bank Limited 


Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 


The Bank buys and sells Bills of Exchange, issues Letters of Credit and conducts every description 


of Banking Business in connection with the East 
Fixed Deposit rates will be 


quoted upon application. 


On current accounts interest Is allowed at 2 per cent. per annum on daily balances, provided accrued in- 


tc: est foe the half year amounts to £1. 


JAMES STEUART, Chief aeanger 


in the report, it is seen that the national 
finances, in addition to their normal 
burden of £14,850,000, have to provide 
£35,000,000 for the cost of transitional 
benefit (benefits paid to unemployed who 
had not paid thirty contributions in the 
two years preceding their present un- 
employment, and who therefore fall out- 
side the scope of the insurance scheme 
proper). According to a statement of 
the Controlier of Finance and Supply 
Services of the Treasury the present 
situation is one of gravity. He goes so 
far as to say that “continued state bor- 


rowing on the present vast scale without 
adequate provision for repayment by the 
fund would quickly call in question the 
stability of the British financial system.” 
The majority report of the commission 
makes recommendations which, if carried 


out, would save some £30,000,000 
annually. Lloyd's Bank Monthly Re- 
view sees no alternative to the adoption 
of the recommendations. It says: 

“Tt is true that the economies sug- 
gested would inflict hardship upon some 
people who do not deserve any addi- 
tional misfortune, but the stark essential 
fact is that there is no sound alternative. 
Today the unemployment fund does not 
balance, the budget does not balance, 
and the nation’s capital is being rec 
lessly dissipated. This can only mean 
worse unemployment, an intensification 
of the depression, and ultimately disaster, 
in which the earliest and heaviest suf- 
ferers will be the workers of the coun- 
try, including those now unemployed. 
For this reason alone it is false kindness 
to the unemploved themselves and mer- 
curial dilettantism to reject this measure 
of national economy; whilst, on wider 


grounds, it is essential to implement the 
majority report as the first of a series of 
economies in expenditure. Everyone who 
the economic well-being and the 
political tranquility of the nation at 
heart must recognize that a decision to 
continue the existing process of shifts 
and expedients is a flight from the facts 
and a shirking of issues. For, however 
arduous the process, policy must be 
adapted to economic realities.” 


has 


FRANCE 


The international debt moratorium 
agreement went far to relieve the ten- 
sion in business circles and produced a 
considerable rise in security prices, which 
was partially offset by later declines. 
The successful termination of negotia- 
tions consolidated the reacticn against 
the previous extreme pessimism, although 
doubt is felt that a one-year’s suspension 
will be sufficient to effect a permanent 
economic rehabilitation of Europe unless 
combined with other measures. French 
commerce and industry in June showed 
no improvement, with the situation in 
certain key industries somewhat worse, 
notably iron and steel, coal and textiles. 
Foreign trade continues to decline and 
the adverse balance is increasins. The 
coal situation is increasingly difficult, 
with consumption declining despite sea- 
sonal stocking of domestic coal. Imports 
from Belgium and the Netherlands are 
reaching record levels. A reduced pro- 
duction of iron and steel is still exceed- 
ing demands with booked orders dimin- 
ishing: some of the smaller rolling mills 
are contemplating closing down unless 
some improvement occurs. The recon- 
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stitution of the steel cartel is encounter- 
ing dithculties over the question of the 
basic period on which to fix export 
quotas. 

GERMANY 


Recently Germany has experienced a 
severe economic and financial crisis. 
There has been one important bank 
failure—the Darmstaedter and National 
Bank—and about mid-July a decree was 
put into effect closing all the banks for 
two days, after which they were per- 
mitted to reopen, with some restrictions 
on the amount and kind of payments 
to be made. As a protective measure 
the gold cover on the note circulation of 
the Reichsbank was reduced from 40 to 
30 per cent. This bank also increased 
its discount rate from 7 to 10 per cent. 
and the rate on collateral loans was ad- 
vanced from 8 to 15 per cent. Tempo- 
rary relief has been afforded by the 
moratorium on reparations payments, 
and if long-term credits can be had on 
favorable terms, the outlook for a read- 
justment of the country’s economic 
situation is considered far less discourag- 
ing than recent sensational events would 
indicate. For the first half of the pres- 
ent year Germany’s exports, including 
deliveries in kind, showed a favorable 
balance (exports over imports) of more 
than 1.000,000,000 reichsmarks. 


AUSTRALIA 


Shipment of £5,000,000 in gold to 
London has measurably alleviated the 
financial tension in this country. The 
shipment was made to meet the debt 
service, and may be regarded as an 
evidence of Australia’s determination to 
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maintain its credit, a matter about which 
some doubt had existed in recent months 
owing to the action of one of the states 
of the Commo.uwealth in failing to take 
the necessary steps to meet maturing 
obligations. But the Commonwealth in- 
tervened and provided the necessary 
cash. Measures have also been taken for 
the conversion of all outstanding govern- 
ment domestic loans and other expedi 
ents are being adopted designed to put 
the country in a sound economic posi- 
tion. Effective July 1 the Common- 
wealth State Savings Bank reduced in- 
terest rates by 1 per cent. The exchange 
position, which for some time has been 
very serious, has of late shown some 
improvement. 
POLAND 


The foreign trade of the country in 
May showed imports amounting to 
272,281 tons, valued at zlotys 137,140,- 
000, and exports 1,503,563 tons, valued 
at zlotys 163,567,000. a favorable bal- 
ance of zlotys 31,427,000. For the first 
five months of 1931 exports exceeded 
imports by zlotys 113,000,000, compared 
with zlotys 96,400,000 for a like period 
in 1930. Lately iron and steel indus- 
tries have been more active, orders hav- 
ing gained 40 per cent. in May as 
compared with April. The exportation 
of coal has also made considerable gains, 
rising from 983,000 tons in March to 
1,100,000 tons in April. and 1,153,000 
tons in May. 


NATIONAL ECONOMIC BANK REPORT FOR 
1930 


The National Economic Bank of 
Poland has recently published its annual 
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report, covering the activities of the bank 
during 1930. It appears from the report 
that in spite of the economic depression 
which prevailed throughout the year, the 
activities of the bank were much greater 
than in 1929. Total resources, exclud- 
ing items for collection and guarantees, 
increased by 324,000,000 zlotys or by 
18.2 per cent., totalling 2,102,000,0Q00 


zlotys, as against an increase of 88,000,- ° 


000 or by 5.2 per cent. during 1929. 
The capital remained unchanged at 
150,000,000 zlotys, while the reserves 
show an increase of 7,167,000 zlotys, 
totalling 43,946,000 zlotys at the end of 
1930. In addition the bank shows a 
special reserve of 14,245,000 zlotys for 
securities issued. The total amount of 
deposits increased considerably, due to 
an increase of 92,000,000 zlotys in the 
amount deposited by the Treasury. Thus 
aggregate deposits amounted on Decem- 
ber 31, 1930, to about 626,000,000 
zlotys. as against 548,200.000 zlotys a 
year ago. The credit activities of the 


bank also expanded, their total increas- 
ing from 1,472,000,000 zlotys on De- 
cember 31, 1929 to 1,750,000,000 zlotys. 
This compares with a total of 163,000,- 
000 at the end of 1924, the first year of 
the bank’s existence, and is thus an in- 


crease of about eleven times. The bank 
issues various bonds to provide the 
necessary funds for its loans, outside of 
the amounts deposited by the State 
Treasury. These bonds are the 7 per 
cent. and 8 per cent. mortgage bonds, 
8 per cent. and 7 per cent. communal 
debentures, 7/2 per cent. bank deben- 
tures and the 8 per cent. building de- 
bentures. Aside from these, there are 
still in circulation the 4 per cent. and 
4'4, per cent. bonds issued by the Polish 
National Bank, which was absorbed by 
the National Economic Bank. The total 
of these issues amounted at the end of 
1930 to 735,400,000 zlotys, as against 
726,400,000 zlotys a year ago and 
67,000,000 on December 31, 1924. The 
total cash credits extended as of Decem- 
ber 31, 1930. amounted to zlotvs 1,015,- 
000,000. This figure included short 
term loans, discounts and overdrafts on 
current accounts of 317,100,000, long 
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term cash loans of 377,700,000 and 
building loans of 320,200,000 zlotys. 
The above total compares with 990,000,- 
000 a year ago and 96,500,000 only at 
the end of 1924. The net profit of the 
bank for 1930 amounted to 11,933,000 
zlotys, as against 12,724,000 in 1929. 
The issues of the National Economic 
Bank carry a triple guaranty. They are 
secured by a first mortgage on all prop- 
erties to which the bank extends loans, 
by all assets of the bank and a special 
reserve fund, and finally by a full 
guaranty of the State Treasury. 


FINLAND 


Prices continue to decline, causing a 
good deal of unrest in farming circles, 
accompanied by urgent demands for 
support. Deposits in the joint stock 
banks are declining as are those of the 
savings banks. Foreign trade increased 
in Mav. as is usual, though the increase 
was below that of former years Of 
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late there has been a marked decline in 
unemployment, due largely to seasonal 
requirements, but the number of those 
out of work is still well above the figures 
for the corresponding time in 1930 and 
1929. 


ITALY 


There is little tangible evidence of any 
real improvement in actual conditions. 
Unemployment registers have been 
lowered slightly and the budget returned 
a surplus during May—the first of the 
present fiscal year. The adverse foreign 
trade balance is diminishing and prac- 
tically all crop outlooks are good. There 


is still, however, no increase in the busi- 
turnover and as a consequence 
manufacturers’ orders are lacking and 
collections of all kinds are very difficult 
Bankruptcies are less in most parts of 
the country and there has been an in- 
in the value, though not in the 
numbers of protested notes. 
The recent internal loan 


ness 


crease 


operations 
proved that there is plenty of money in 


Italv seeking safe investment which the 
banks are now endeavoring, by reducing 
interest rates, to divert to industry and 
commerce The recent financial re- 
organization of several big enterprises, 
however, with heavy losses to stock- 
holders, is proving a deterrent. It is 
hoped that the international debt pro- 
posals will restore confidence somewhat 
and encourage a greater range of trading 
in all directions. The immediate effect 
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Genoa. 


as elsewhere, a bullish market. Much is 
of the proposal was to promote in lialy, 
also expected from the trip of leading 
industrialists now in Russia, who report 
that large orders have already been 
placed. This tends to confirm the 
rumors of further government credit 
guarantees. Prospects indicate a large 
wheat crop, approaching the 1929 record 
of 7,000,000 metric tons. In order to 
insure immediate sale of this agains 

cheaper imported wheat, the government 
has ruled that from July 1, the produc- 
tion of Italian flour mills must comprise 
95 per cent. domestic wheat. 


MEXICO 


The general business outlook 
tinues unfavorable. Prices of imported 
articles are high owing to the weakness 
of the peso and conservative importers 
are refusing to make commitments as re- 
gards further orders because of the un- 
certainty of developments in the ex- 
change situation. Wholesale trade in 
virtually all lines is on a hand-to-mouth 
basis and collections are difficult. Retail 
trade is holdirg up slightly better than 
wholesale trade. The automotive and 
automotive accessory trades are hard hit 
by the depression and several important 
dealers are liquidating. The machinery, 
chemical, and lumber trades are stagnant, 
although a temporary decrease in duties 
on hardwood. is expected to result in 
small orders from furniture manufac- 
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turers. Owing to satisfactory crop fore- 
casts, the outlcok for the sale of staple 
goods in agricultural districts is slightly 
improved. Customs revenues for May 
are estimated at 6,069,000 pesos, com- 
pared with 6,468,000 pesos for April, 
and 8,564,000 for March. 


ARGENTINA 


Business recently has shown a ten- 
Gold 
in the conversion office amounts to 
320,000,000 gold pesos and the public 
works budget which originally was set 
at 207,000,000 paper pesos was reduced 
to 100,000,000 paper pesos. As com- 
pared with the corresponding period of 
the previous year, total exports during 
the first six months of 1931 increased 
70.7 per cent. in volume but declined 
5.8 per cent. in value; cereals and lin- 
seed increased 94.1 per cent. in volume 
and 4.3 per cent. in value. As com- 
pared with the corresponding period of 
the previous year, exports during June, 
1931. increased 147 per cent. in volume 
and 15 per cent. in value. 


LOTHEURY, 


LONDON, 
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CHILE 


For 120 years this country has been 
able to meet its obligations, but an- 
nouncement was made recently that a 
moratorium would be put into effect 
until August 1 on the foreign debt, but 
that the amounts due would be deposited 
in local banks pending a further deci- 
sion after the date named. This action 
was in part due to the depression which 
has affected Chile in common with 
other countries, but special causes have 
operated to make the economic situation 
of the country more difficult. The 
nitrate industry has suffered from the 
competition of a synthetic product, and 
to counteract this a combination of the 
local nitrate industry had been arranged, 
but owing to the general depression it 
has not been possible to carry out the 
financial plans connected with the com- 
bination. The moratorium seems not to 
have been due to a deficiency in revenue 
but to the difficulty of procuring foreign 
exchange—a difficulty which many coun- 
tries of the world have experienced of 
late. Chile’s credit has long been de- 
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servedly high in the money markets of 
the world, and it is the belief that the 
present delay in meeting outside obliga- 
tions will be but temporary. Recent 
efforts on the part of the government 
to restrict imports are proving success’ 
ful, though exports have declined more 
rapidly than imports. In the period 
January 1 to May 31, 1931, imports 
totaled only 440,000,000 pesos as com- 
pared with 625,000,000 and 648,000,000 
pesos, respectively, in the same period 
of 1930 and 1929. Exports in the first 
five months of 1931 amounted to 478, 
000,000 pesos as against 610,000,000 
and 1,132,000,000 pesos, respectively, in 
the same period of 1930 and 1929. 


VENEZUELA 


Business conditions in Venezuela dur- 
ing June showed little improvement al- 
though the Bolivar increased in value 
toward the end of the month, making 
collections somewhat easier. Many 
firms apparently feel that a saving is 
effected by extending drafts and paying 
irterest, rather than to pay in Bolivars 
242 
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far below par. Retail trade is reported 
slow and imports have improved little, 
if any, according to the best information 
at hand. Banks report the number of 
drafts received for collection during 
June as fewer in number and in size 
than for the previous month, indicating 
a further decline in imports. 


PANAMA 


The Panama Treasury shows a surplus 
of $33,614 for the first quarter of 1931. 
Some of the taxes collected were as fol- 
lows: Lottery $285,031, gasoline $116,- 
433, anti-tuberculosis $83,921, roads 
$7075, automobiles $3281, miscellaneous 
$25,254. Taxes collected during June 
are expected to be in excess of $800,000. 
Receipts from import duties are showing 
a gain, during the first twenty days of 
June they were $80,000 in excess of the 
corresponding period of May. 


ECUADOR 


Business conditions in Ecuador during 
June continued at the same levels as in 
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May, and no particular improvement is 
expected until the world markets for 
principal Ecuadorean products are more 
iavorable. Except for the sale of staple 
foodstuffs, there is little activity in any 
line and imports are very small. Prin- 
cipal banks have reported collections 
somewhat easier, probably owing to the 
availability of funds received from ex- 
ports of principal products during April 
and May. The rice crop for 1931 is 
expected to be only slightly over 390,000 
quintals as compared with the output of 
between 800,000 and 820,000 quintals 
in 1930. This decrease in the rice yield 
was expected in view of the reduction 
in plantings as a result of the high pro- 
duction of 1930. The quality is re- 
ported to be good. Coffee crop reports 
trom Guayas and El Oro are unfavor- 
able both as to quantity and quality, but 
reports from Manabi are encouraging. 
The main cacao crop has been gathered 
and it is believed that the production for 
1931 will hardly exceed 300,000 quin- 
tals (one quintal equals 101.4 pounds) 
as compared with 388,069 quintals in 
1930 and 337,551 quintals in 1929. 
Deliveries of cacao in the period May 21 
to June 25 totaled 19,000 quintals and 
exports were 43,000 quintals. Deliveries 
of cacao up to June 15 were 45,500 
quintals less than in the same approxi- 
mate half-year period of 1929. 


COLOMBIA 


Although business conditions continue 
dull, a more optimistic feeling prevails, 
following the passage and signing of the 
Barco Concession law. Imports continue 
to decline, increasing the favorable bal- 
ance of trade. The Bank of the Repub- 
lic has announced that local banks are 
generally in a sound condition. Congress 
closed on June 27 and the new congress 
convened on July 20. The government 
is striving to reduce expenditures in 
keeping with the president's desire to 
end the year with a balanced budget: 
such adiustment may reach 4,000,000 
pesos. It is reported that the budget 
next year will be reduced considerably. 
Estimated revenues for May totaled 
3,145,000 pesos and estimated expendi- 


tures for June total 3,904,000 pesos, as 
compared with 3,690,000 pesos and 
3,926,000 pesos in the preceding months, 
respectively. Favorable reports are 
being received from the coffee producing 
areas. Coffee prices are slightly weaker 
on account of seasonal falling off of the 
demand in the United States. The pros- 
pects for increased exports of coffee 
during the last half of the year are good. 
A new law provides for exploitation and 
propaganda of the coffee industry. 


JAPAN 


General business sentiment and com- 
modity markets in Japan have reacted 
favorably to the debt moratorium pro- 
Prices of raw silk and security 
issues have advanced. The cotton yarn 
and textile markets show improvement. 


pt sal. 


However, unemployment continues seri- 
ous, with total dismissals from the Kawa- 
saki dockyards now numbering 2900. 
Recent increases in government revenues 
make it probable that the total deficit 
for the last fiscal year will be only 
38,000,000 yen ($19,000,000) when ac- 
counts are closed at the end of July. The 
financial situation is being improved by 
increasing bank amalgamations. It has 
heen announced that eight banks with 
a capitalization of 39,000,000 yen 
($19,500,000) consolidated during June. 
A marked advance has recently taken 
place in the price of raw silk and rice. 
Wage reductions continue with some 
unemployment. Capital enlisted in new 
enterprises during the first six months 
of this year was 79,000,000 yen less 
than in the same period last year. 


CHINA 


Business in China is still affected by 
political uncertainties, but Shanghai is 
less affected than other parts of China 
owing to its remoteness from possible 
hostilities and the more favorable tax 
conditions in foreign concessions. The 
hardening of silver during the larger 
part of June greatly assisted Shanghai's 
import trade situation by stimulating 
dealers to close exchange on goods en 
route or in warehouses instead of re- 
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questing further extensions of drafts, 
but it has not resulted in much new busi- 
ness as buyers are holding off, hoping 
for still better exchange rates before 
making further commitments. It was 
expected that China’s new business tax, 
designed to supply local revenues to 
provinces and municipalities and to re- 
place likin, would be made effective dur- 
ing July. All profit-making enterprises 
are amenable to the new tax except agri- 
culture. Factories and banks are already 
paying factory and income taxes. While 


International 


HE statement of accounts of the Mid- 
land Bank, Limited, has just been re- 
ceived as we go to press, comparing the 
accounts as of June 30, 1931, with 
those of June 30, 1930. Total assets on 
June 30, 1931, are £428,905,511 as com- 
pared with £436,892,733 on the same date 
the previous year; paid up capital on June 
30, 1931, was £14,248,012 as compared with 
£14,091,201 the previous year; reserves were 
£14,248,012 on June 30, 1931, as compared 
with £14,091.201 the previous year. Other 
comparative figures for the two periods are: 
Current, deposit and other accounts (in- 
cluding balance of profit and loss account) 
June 30, 1930, £379,169,669; June 30, 1931, 
£375,119,144. Coin, bank notes and balances 
with the Bank of England—June 30, 1930, 
£37,078,737; June 30, 1931, £39,125,829. 
Investments—June 30, 1930, £33,920,316: 
June 30, 1931, £32,909,368. Bills discounted 
June 30, 1930, £64,408,573; June 30, 1931, 
£80,040,840. Advances to customers and 
other accounts—June 30, 1930, £214,616,- 
545; June 30, 1931, £200,155,919. 


ToTAL assets of Barclays Bank Limited, on 
June 30, 1931, amounted to £380,233,375. 
The reserve fund on this date stood at £10, 
270,000. Out of the profits for the half- 
year the directors have declared an interim 
dividend at the rate of 10 per cent. per an- 
num on the “A” shares, and 14 per cent. 
per annum on the “B” and “C” shares re- 
spectively, subiect in each case to the de- 
duction of.income tax. 


Profits of the Munster & Leinster Bank 
Limited, Cork, for the half-year ending June 
30, 1931, were £93,552, after deducting ex- 
penses, providing for interest on deposits, 
rebate on bills, and for all bad and doubtful 
debts: £44,850 was added to this amount, 
being carried over from the last account, 
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firms of nationalities enjoying extra 
territoriality are excepted, Chinese 
authorities are endeavoring to secure 
their acquiescence to the payments. A 
national economic council for China 1s 
in process of organization. Shipping de- 
velopments reflect remarkable growth of 
Shanghai as a world port during the last 
twenty = years. The 1930 tonnage, 
entered and cleared, was 7,000,000 tons, 
but was principally under foreign flags. 
The Chinese are now encouraging the 
development of the mercantile marine 


Banking Notes 


making a total of £138,403 which was ap- 
Sropriated as follows: A dividend for the 
valf-year at the rate of 14 per cent. for the 
year, free of income tax, £52,500; to con- 
tingencies account, £15,000; to reduction of 
premises account, £15,000; te staff pension 
fund, £10,000; carried over to next account, 
£45,903. Total assets of this bank as of June 
30, 1931, were £27,340,943. 


} 
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ProFits of the Union Bank of Australia, 
Limited, for the year ending February 28, 
1931, have recently been announced as 
£1,239,552, after making provisions in re- 
spect of bad and doubtful debts and other 
contingencies, and after having provided for 
currency depreciation from reserve fund. 
From this amount deductions of £956,533 
have been made to cover salaries and allow- 
ances: general expenses; directors fees: salaries 
and expenses of London office, and income 
tax, leaving a balance of £283,018. Added 
to this amount is £86,991 brought forward 
from the previous account, making a total of 
£370,010. Of this amount an interim divi- 
dend in January, 1931, absorbed £200,000, 
leaving a balance of £170,010. From this 
balance the directors authorized the payment 
of a final dividend of 4 per cent. per annum, 
making a total of 7 per cent. for the year 
This absorbed £80,000, leaving a balance of 
£90,010 to be carried forward. 


ANNOUNCEMENT has been made of the ap- 
pointment of Edwin Fisher, general manager 
of Barclays Bank Limited, as a director ot 
Barclays Bank (Dominion, Colonial and 
Overseas). 


THE statement of accounts of the Manches- 
ter & County Bank Limited, as of June 30, 
1931, shows total assets of £19,086,063. On 
this date the reserve stood at £1,092,040: 
cash on hand, at call and at short notice 


al 49* and Lexington NEW YORK 


Unlike any other 
New York hotel. 
An atmosphere 
every guest en- 


joys. You will, too. 


was £2,721,868: investments were £4,991,519; 
advances on current and other accounts less 
provision for bad and doubtful debts were 


| . 
nage agile | Foreign Languages 
ToTAL assets of Barclays Bank (Dominion, | Easily Learned 
Colonial and Overseas) on March 31, 1931, | . : 
were £73.703.492. The reserve fund on ||| [he Berlitz Conversational Method 
this date was £1,650,000. The board of di jf} makes the study of any foreign lan- 
rectors have declared out of the profits ol | guage a surprisingly sim ] d 
3 , ple, easy an 

the half-year ended March 31, 1931, interim |] | : ; 
dividends at the rate of 4% per cent. per | pleasant matter. Experienced native 
annum on the “A” and “B™ shares subject || teachers. Day and Evening Classes 
in each case to the deduction of income tax. i}! and Individual Instruction. Reason- 

Westminster Bank Limited, | able tuition. Catalogue upon request. 


June 30, 1931, were £318,967,243 


ve on this date was £9,320,157. The Trial Lesson Free 














s have declared an interim dividend of 


eser 
ser cent. for the half-year ended June 30 | 
the £4 shares, and the maximum dividend 


of 6% per cent. on the £1 shares for the 


same period | SCHOOL OF 


LANGUAGES 
CASHIN‘ > IN ON CC JLLEC rE Established 1878 
LETTERS Branches throughout the World 


} 
BANK president: Where did you get this Manhattan — 30 West 34th Street 
wonderful follow-up system It would get Tel. Pennsylvania 1188 
money out of anyone. |} Brooklyn — 434 Albee Square (Gold St.) 
Cashier: I simply compiled and adapted | Ta; Teanste 196 
the letters my son sent me from college.— 
American Banker i = 
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STEADY PROGRESS 
through the 
Ups and Downs of 114 Years 


Att through the many 
changes and fluctuations in the economic situation 
during the last century and more, the Bank of 
Montreal has maintained an unbroken record of 
successful operation and sound progress in serving 
its customers and Canada as a whole. 


THe services of this 
Bank, with its nation-wide system of branches, are 
offered to customers in the United States in con- 
nection with financial transactions in any part of 


Canada or Newfoundland. 


BANK OF MONTREAL 


Established 1817 
TOTAL ASSETS IN EXCESS OF $750,000,000 


HEAD OFFICE: MONTREAL 


NEW YORK: 64 Wall St. CHICAGO: 27 South LaSalle St. SAN FRANCISCO: 333 California St. 








Current Conditions in Canada 


IDSUMMER dullness rests upon 

trade,” says the July 23 Busi- 

ness Summary of the Bank of 
Montreal, “relieved only by a tourist 
trafic reduced in volume, on the whole, 
and apparently disbursing less money in 
holiday pleasure. Statistical returns 
show business generally to have reached 
the lowest point since reaction set in two 
years ago. Foreign commerce of Can- 
ada in June was smaller in value than 
for a loag time, an encouraging feature 
being a favorable balance of $1,841,000, 
as compared with an unfavorable balance 
of $12,840,000 in this month last year. 
An outstanding event of the month has 
been the conclusion of a new commer- 
cial convention with Australia, the 
terms of which promise mutual advan- 
tage on a considerable scale, and whose 
coming into force will follow upon rati- 
fication by the Dominion and Australian 
Parliaments. Lumber, newsprint and 
fish industries are given easier access to 
the important Australian markets, while 
manufactures are placed on equal com- 
petitive basis with British manufactures 
in the Commonwealth 

“In the political field there may be 
noted the passage of legislation for the 
creation of a new tariff board clothed 
with wider power, the withdrawal of in- 
come tax changes announced by the fi- 
nance minister in his budget speech, and 
the adoption, without material altera- 
tion, of the new tariff rates designed to 
protect domestic industries. 

“Wholesale trade and manufacturing 
output is of moderate dimension, al- 
though textile and boot and shoe indus- 
tries are fairly busy. Car loadings of all 
commodities continue to run below last 
year, and bank clearings reflect the gen- 
eral contraction. The capacity of hydro- 
electric plants, despite the many adverse 
factors, co-tinues to expand. Shipping 
is dull and unprofitable by reason of the 
slow movement of external trade. 

“Apart from a small increase in cur- 
rent loans in May there is nothing in 
the bank statement at the close of that 


month of special note. Time deposits 
continue to mount slowly, and were at 
that date $23,975,000 in excess of a year 
ago, but loan accounts have all dimin- 
ished during the last twelve months. 
There is adequacy of loanable credit in 
the banks, whose position has seldom 
been of greater strength than now. Bank 
debits in June amounted to $2,693,000,- 
YOO as compared with $3,398,000,000 
tor June last year.” 
DECLINE IN HEAVY INDUSTRIES 

“A further decline in the operations 
of the so-called heavy industries has 
taken place during the last month,” re- 
ports the Monthly Commercial Letter 
of the Canadian Bank of Commerce, 
Toronto, for July. “This, of course, is 
seasonal, but the exceptional feature this 
year is that the general industrial de- 
cline, while less precipitate than in simi- 
lar downward movements in the last 
eighteen months, commenced earlier than 
usual. An outstanding example of this 
development 1s the record of the news 
print industry in May, when, contrary to 
the usual course, production of paper 
fell off. Operations of a secondary 
class, which include footwear and tex- 
tiles, are, however, fairly active; in fact, 
there are some factories which are work- 
ing overtime. The employment situa- 
tion has continued to improve in that 
fairly large group of industries which 
furnish reports to the Dominion Bureau 
of Statistics, but the most recent rise in 
the bureau’s index. number was_ less 
marked than in the preceding month, or 
in May, 1930, and there is still a large 
number of unemployed; the greatest gain 
in the current period has been in con- 
struction. ; 

“An outstanding feature of Canadian 
economy at the present time is the 
strength of the financial structure, which 
is the subiect of the most favorable com- 
ment by highly qualified authorities in 
other countries. In this connection it 
may be noted that Canadian banks have 
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A Resort Hotel in the 
Nation’s Capital | 


The Shoreham is Washington’s newest 
and most luxurious furnished hotel; over- 
looking famous Rock Creek Park, the | 
coolest spotinthe city duringthesummer | 
months; terraces, formal gardens, chil- 
dren’s playground, a magnificent swim- 
ming pool; miles of rustic walks and 
bridle paths adjacent to the hotel, yet | 
within ten minutes from the White House 
and downtown business section. 


Special Summer Rates: June to October 
$4.00 single. $6.00 double. | 


CPTI III rrr tr rrr errr rrr errr rrr errr rrr rrr rrr rrr rr rrr 


Flat rate taxi fare to or from the Shoreham anywhere 
in Washington (1 to 4 persons), total 35 cents 


THF SHOREHAM 


L. GARDNER MOORE, 


Manager 











Connecticut Ave. at Calvert | 
St. — Washington, D.C. 

















continued to increase their cash and 
other liquid resources, such as govern- 
ment bonds, until their reserve position 
1s even stronger than in 1930, for which 
year the London, England, Stock Ex- 
change Gazette said “the soundness of 
the Canadian banking system was fully 
demonstrated.” The larger security 
holdings of the banks will serve as an 
important base of increased commercial 
credit when a revival in business takes 


place. 
AGRICULTURAL PROSPECTS 


“In Eastern and Central Canada the 


general outlook for agriculture, as far 


as the new crops are concerned, is better 
than at this time iast year, and prac- 
tically the only qualitying tractors in this 
area (where about 6U per cent. of the 
rural population 1s situated) are first, 
that norma! weather will be essential 
during the rest ot the season, and sec- 
ondly, that the financial returas from 
the sale ot most farm products have con- 
tinued sub-normal, although moving 
within a comparatively narrow range 
during the last few months. In British 
Columbia serious damage to the crops 
was averted by unusually heavy June 
rains. 

“Having regard to the severe handi- 
cap under which grain-growing com- 
menced in the Prairie Provinces, it is not 
surprising that fully 50 per cent. of the 
Western wheat deteriorated greatly 
during June. The encouraging teature 
was the almost general improvement in 
Alberta, where there were frequent and 
timely rains. The rains over the greater 
part of the Saskatchewan and Manitoba 
grain belts did not come in time and 
were not sufficiently heavy to prevent 
—— damage in the southern and 
central sections of the former, and i 
the western half of the latter. Southern 
ere: as a whole will harvest its 
third successive short crop, while many 
fields in this area will not be worth cut- 
ting. The damage was not only to 
wheat, but to coarse grains, pastures and 
ranges, while there was also a serious 
shortage of water; rain in the closing 
days of June, however, brought about 
improvement as far as feed crops and 
water supply were concerned. North- 
ern Saskatchewan has been favored with 
better weather, and at the beginning of 
the season had a greater reservoir of sub- 
soil moisture; accordingly, the condition 
of all crops is better than in the south- 
ern part of the province.” 


Problems in Bank Credit 


By M. E. RopertTson 


Assistant Vice-President and Credit Manager, 


THE BANKERS MAGAZINE has secured the services of Mr. 
the inquiries of readers on current problems of the credit manager. 


National Shawmut Bank of Boston 


Robertson to answer 
Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Bank Credit Problems, THE BANKERS MaGAZINE, 71-73 Murray Street, 


UESTION: We buy a fairly libera! 

amount of commercial paper and 
some of our directors feel that we should 
1ot buy the paper of concerns engaged in 
the wholesale business. Of course, with 
the limited amount of paper available, 
this further restricts our market and as 
we usually buy only $5000 and $10,000 
pieces it is difficult to get a portfolio of 
any size in these days. Your opinion 
with respect to this attitude will be very 
helpful. ob. & 


ANSWER: Of course, such an atti- 
tude as you mention is a pretty broad 
one, particularly as it concerns commer- 
cial paper. While the trend of most 
wholesalers has not been particularly 
favorable, and is such as to cause one to 
question the ultimate future of the busi- 
ness, there are still many wholesalers 
whose statements give ample evidence 
that indebtedness maturing in three to 
six months is amply protected. There 
have been many wholesalers disappear in 
recent years and in some lines of busi- 
they have become almost extinct. 
Some have failed, while others have seen 
the anech of events and liquidated. It 
is the writer's opinion that this trend is 
due to several factors which have 
changed our mode of living, chiefly as 
follows: 

1. The automobile plus good roads. 


ness 


Inquiries should be addressed to the Editor, 


New York. 


Quicker means of communication 
and transportation. 

3. Growth of cities and decline of 
villages. 

Possibly largely all of these would sum 
up in the automobile. By means of auto- 
mobiles people in outlying districts 
(formerly the purchaser from the corner 
store which was the customer of the 
wholesaler) now drive into a larger town 
or city, perhaps Saturday afternoon, do 
their shopping, take in a movie and re- 
turn Saturday night. They shop at 
chain stores and large stores, not the 
customers of the wholesalers, but cus- 
tomers of the manufacturers. Quicker 
means of communication and transporta- 
tion have meant that many manufac- 
turers sold in territories previously sold 
by the wholesalers and with the tendency 
of concentration of business in larger 
cities and larger units this has all meant 
business taken away from the wholesaler. 
Further, the development of large indus- 
trial organizations has meant, as stated, 
the concentration of population in larger 
centers, and with all these factors the 
small merchant in the hamlet has found 
his road increasingly difficult. All these 
smaller stores were customers of the 
wholesalers and with such stores becom- 
ing fewer, and the remaining ones pos- 
sibly weaker from a credit standpoint, 
it is no wonder that in general the whole- 


249 











250 THE BANKERS MAGAZINE ° 






salers from a credit standpoint do not 
occupy the place they formerly did. In 
certain sections and certain lines the 
wholesaler has continued to do fairly 
well, but many question their ability to 
indefinitely stay away from what seems 
to be a trend. It is for these reasons 
probably, largely, that many who have 
accounts of wholesalers follow their 
trend closely and why paper buying 
banks in some cases adopt an attitude 
similar to your own. There are excep- 
tions to every rule and that probably 
follows with respect to wholesalers. 


QUESTION: What is your opinion 
in general with respect to granting ac- 
commodation on the shares of closely 
owned local corporations? As a country 
bank we are naturally called upon from 
time to time to make such loans and 
should like your comments as to the prac- 


tice. C. B. H. 
ANSWER: It is exceedingly dith- 


cult to answer your question. I guess 
practically every bank makes some loans 
of this character, there being circum- 
stances where conditions warrant and 
— factors practically compel the ne- 
essity of granting such loans. It seems 
‘e me that it is purely a case of indi- 
vidual analysis and consideration of each 
such request. It depends on the book 
value and net asset value of the stock 
with naturally considerably more relia- 
bility on the goodness of the maker of the 
note than would be the case where stock 
exchange securities were offered. It is 
the writer's senor feeling that usually 
such loans should be considered to a 
large degree from similar angles of an 
unsecured loan, and that at the time of 
granting such a loan some arrangement 
should be agreed upon with regard to 
regular and systematic liquidation so that 
the loan will be retired in a reasonable 
period and not carried indefinitely. 


QUESTION: On several occasions 
we have been offered the paper in the 
open market of a Boston wool house. 
The broker has never been able to give 
us such details as we customarily receive 
concerning other open market names and 





for that reason the paper has never met 
with our approval. We should like to 
know how these concerns are regarded 
by Boston banks, and the reasons whic! 
make them exceptions to the rule. 


nr. Cc. S$ 


ANSWER: Most of the Boston wor 
houses are very old established, hav 
been in business a long period of year 
and have been successful. Most of then 
are partnerships and the net worth ha 
remained practically unchanged over ‘ 
long period of time. Profits of gooc 
years have been withdrawn adding to th« 
partners’ personal means and is still at 
the risk of the business, while in poo: 
years they have dug down in their own 
pockets and offset any loss, keeping the 
firm investment on an even keel. This 
of course, restricts comparison of growth 
and progress, but in most cases the part- 
ners have means of importance outside 
the business. It is essentially a seasonal 
borrowing business and seldom, if ever, 
does a wool merchant fail to liquidate 
debt entirely and make a very attractive 
statement (somewhere between Novem- 
ber and April). Their character and in- 
tegrity is unquestioned and the record of 
failures over a period have been most re- 
assuring as to the stability of the busi- 
ness. All these facts contribute to the 
desirability of their obligations. 


QUESTION: We are frequently 
called upon to make loans secured by 
bank savings books, building and loan 
books and co-operative bank bocks and 
loan usually up to 90 per cent. of the 
value, which we verify by correspon- 
dence with the institution whose book 
we accept. Do you feel that there is any 
objection to such loans? R. E. W. 


ANSWER: In these days when many 
banks have been as unsteady, as the 
records appear to indicate that they have 
been, a great deal of consideration should 
be given to the soundness of the insti- 
tution whose passbook you accept. You 
should only accept passbooks of organ- 
izations you know to be in sound condi- 
tion. If unknown to you, you should 
secure figures and make some checkings 
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as to the institution. In a short time 
the Bankers Publishing Company will 
have ready for distribution a book deal- 
ing with the analysis of bank statements, 
which should be very helpful to bank 
thcers granting the type of loan you 
mention. 


QUESTION: What is a reasonable 
urrent ratio to expect the statement of 
n automobile finance company to show? 


M. D. S. 
ANSWER: Some of the larger and 


vell known companies show a ratio of 
1.35 to 1.65. It is general, however, for 
mall local companies to show a much 
uigher ratio. Some of the larger com- 
yanies show borrowings of from four to 
ive times net worth, while local com- 
Janies more ordinarily run one to two 
times net worth. 


QUESTION: A company in our city 
s contemplating erecting a large building 
ind a representative financial institution 
has agreed to take a large first mortgage 
on completion. It will perhaps be able 
to obtain a bond of some sort as to com- 
pletion of the structure. Should you 
care to remark concerning the advisa- 
bility of a bank of our type entering into 
this financing we should like to have you 


do so. A. | W. 
ANSWER: Of course, not knowing 


all the circumstances it is dificult to com- 
ment intelligently. I should say that 
these factors might have considerable to 
do with the decision. First, the builders, 
whether speculative, and their ability be- 
yond question to finance their equity. 
Second, the standing of party agreeing 
to take mortgage on completion, and 
reputation in transactions of this char- 
acter. Third, other impelling reasons, 
such as accounts, future business, which 
prompt special consideration. There are 
many hazards to a loan of this character, 
such as failure of contractor, strikes, 


liens, etc. Even if a bond was furnished 
it would mean that you must employ very 
competent legal counsel to review all 
documents and that during the course 
of construction your counsel and your 
organization must work very close, fol- 
low all details and procedure of con- 
struction very carefully. Because of the 
trouble and hazards involved most repre- 
sentative insurance companies, banks and 
title companies frown upon construction 
mortgages and financing the 
period of construction. 


during 


QUESTION: Where a bank itself 
holds a first mortgage on a piece of 
property what attitude should it take in 
connection with a request from the 


same party to extend a Joan collateraled 
by a second mortgage on the same piece 
of property? 


A. W. B. 
ANSWER: Your question is, of 


course, one which requires an individual 
decision in each instance based on the 
particular circumstances surrounding 
the request. If the aggregate of the 
first and second mortgage were in rea- 
sonable proportion to the value of the 
property, if there were outside means, 
if financial statement justified, etc., one 
might take a different attitude than if 
circumstances were not so favorable. In 
general, second mortgage loans are to be 
frowned on. While it is true that in 
the case where a bank also held a first 
mortgage on the property there would 
be a familiarity with the property value, 
knowledge as to whether taxes were up 
to date, insurance protection, interest 
payments on first mortgage, etc., and 
would, therefore, eliminate this detail, 
which would be present in the case of 
extending a loan secured by a second 
mortgage where the bank did not hold 
the first mortgage, the other features 
mentioned above would have to be 
given due consideration. 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 





Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Go. |: 


Factory— Hamilton, Ohio 
New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 





AUGUST, 1931 


SELLING SAVINGS, THE SALT OF to be qualified. Mass adver- 
BANKING tising therefore is the answer 


to increased savings, whether 
Banks Need Better Merchandising Methods in the medium 1s newspaper, 
Competing for the Public’s Dollar radio, billboard, street car or 


R 7 house-to-house distribution 
By Raymonp I. TENNANT Each is good, but I believe 


Manager Department of Public Relations, California Bank, that, where the budget is 

Los Angeles ae: = oti. cae 

' limited, the “back bone” of 

\AVINGS, like any The bank’s savings facili' any savings campaign lies in 

article of merchandise, ties are used by the masses; mewspaper space. And I also 

\* must be sold continu there is no list of prospects believe that the 
all. in order not only to keep 
present customers but also to 
ill the thought of thrift 
to the new generation and 


space must 


ose not yet “savings 
inded.”” It may be that the 
\portance of savings has 
been somewhat slighted of 
late; perhaps we, as bankers, 
have been so busy talking of 


our department stores of (Galea — some | M 
finance that we have rather i. ANY people will travel 


overlooked the humble “‘salt.”’ 
[ realize that within the 
last eight months there has 
crept into the banking pic- 
ture the problem of how gO er 
° == = years, not only in this country 
money can be made for the 


2 | Doges Palace ewer] in oth ll. We be- 
institution, paying 3 per PeRees} 9 tuetennet. We 


abroad this summer on the 
income received from sound 
bonds. This income is more 


valuable now than for several 


ech us e+ 4 . ‘ 
eent.. 3 ly per cent. or 4 per ; ‘. ; lieve the present a particularly 
cent. as the location deter- s 


opportune time for the pur- 
mines—for savings, when chase of selected, fixed income 
these same savings funds 
must be employed, by the 
ably and conservatively man- 
aged bank, in the purchase of 
securities at low yields. Re- 
ports indicate, however, that 


securities. Inquiries or per- 


sonal interviews are invited. 


“a 


FIRST NATIONAL COMPANY 


Investment Division of the First National Bank 

° ~ . - BROADWAY, OLIVE AND LOCUST 

this phase of the situation is ST TOURS. MO 

taking care of itself rapidly l 

throughout the country by a Seasonable securities advertising of the securities af 
reduction in rates paid on filiate of a St. Louis bank ; Especially lng Aira 
mended for its layout, in which typography and 1] 


avings and time deposits. lustration blend well to form a composite whole 
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be utilized with copy that 
will sell. 

Often in savings advertis- 
ing the salt “has lost its 
savor.” Perscnally, I do not 
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like to advertise savings as 
saving:; I prefer to talk 
about thrift, which carries in 
its meaning the thought of 
wise and prudent manage- 
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. 4a g00d place in which to LIVh, 
WORK and PLAY 


That New England is forging ahead and 


maintaining its place in the economic sphere 


is indicated by the following interesting facts 
which were compiled by the New England 


Council 
* 


Rhode Island 
Hospital Trust Company 
Pawtucket - Providence -Woonsocket 


* 











A Providence bank lends its support to the New England 

Council by publishing the facts regarding New England's 

industrial progress in an advertisement 5 columns by 20 inches 
in Rhode Island newspapers. 
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ment, success and prosperity 
—it appeals. 

Too often, perhaps, we are 
prone to emphasize savings 
from the purely banking 
standpoint, to stress the size 
of our institution, the inter: 
est paid (which sometime 
proves a boomerang) or the 
names of the directors. In 
other words, we are consider: 
ing as our chief compe itor 
the Blank Bank on the o her 
corner, and are trying to 
“swap” dollars with it. 
Frankly, I believe that in 
normal times the man on the 
street differentiates but | ttle 
between the two institutions. 

I have had this opinion for 
some time but was somewhat 
surprised in the manner in 
which it was verified. Re 
cently a West Coast bank 
sent out a questionnaire, in 
which among other things it 
asked why the bank had been 
chosen. “Courtesy” and 
“consideration” were named 
by almost a two-to-one vote 
over the reasons of “sound: 
ness,’ “security,” “trust: 
worthiness” and “strength.” 

In advertising thrift in the 
face of present mercantile 
methods, merchandising is 
necessary. Recently I saw a 
list of twenty-two reasons 
why people save. Funda’ 
mentally, it would seem to 
me, there are three motivat- 
ing reasons for thrift. We 
might call them the three 
“F's.” fear, food, family. In 
reality, aren't they the bases 
of all human actions? 

These three, of course, 
might be expanded into many 
reasons, such as adversity. 


n 


Salt 


oul 


di 
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old age, home, education and 
personal advancement. But 
in these three are the stories 
of life. Because of this fact 
thritt copy is so much easier 
to preduce, in my mind, than 
other banking copy. 

People normally are anx- 
Witness the 


tremendous growth in sav- 


10us to ‘ave. 
ings since 1915, with the ex 
1929 when the 
bug of speculation seems to 
have bitten all classes. Al- 
though conditions rapidly are 
getting back to normal, the 
public always must be en- 
couraged in and 
carrying pro 


gram 


ception of 


planning 


out a thrift 


MORE MERCHANDISING 
FLAVOR NEEDED 


Perhaps some rejuvenating 
salt will put more savor in 
will 
bring to it more of a mer- 
chandising flavor. There is, 
as I recall, a yardstick of 
credit based cn three prin- 
ciples—capital, capacity and 
And in the last 
year there seems to have been 
added a fourth “C*—collat- 
When, as bankers, a 
loan is up for discussion, I 
velieve you will find that all 
three of the “C’s” are given 
consideration before the loan 
finally is approved. 

Do we, however, recognize 
the fact that there are as 
definite rules laid down for 
advertising as there are for 
the granting of credit? Do 
we place this yardstick on 
our advertisement to deter- 
mine whether it is properly 
designed to accomplish its 


our saving: advertising 


character. 


eral. 





Liquidity 
and 
Loans 


THE factor you seek, first of all, in your bank, is salery 


This, obviously, calls for a high degree of 


liquidity on the part of the 


bank—the maintenance of a posinon whereby each depositor can get 


his money any time he wants it. 


To maintain this posinon, a bank's loans must also be safe—there 


must exist in the borrower not only a willingness t 


bur also the ability 


repay when due 


Banks are not unreasonable where loans are concerned. They are 


simply endeavoring to keep trust with their depositors. 
chat with one of our officers will give 


A frank 
you a better conception of how 


this bank can—and does—serve Atlanta business. 


hk FIRST 


NATIONAL BAN K of Atlanta 


2 Persona 


T COMPANY OF GEORGIA 


Straightforward and well 


presented copy on the 


relationship between loans and liquidity run by 


an Atlanta bank, in 


which the 


bank 


makes a 


clear statement of its own position in the mat- 


ter of making loans. 


Run 4 columns by 12 


inches. 


purpose? This yardstick also 
is in four parts—old rules 
and doubtless familiar to all 
of us. However, it may not 
be amiss to mention them 
again. An advertisement to 
be successful should: 
Attract attention. 
Arouse interest. 
Create desire. 
Get action. 

Is it not reasonable to sup- 
pose that unless an advertise- 
ment attracts attention it will 
not be read—especially in 
these days when large-sized 
space predominates and a 
bank advertisement competes 


with the half pages of 


“Moonbeam Cigarettes,” the 
“Extra Wet Ginger Ale”— 
not to mention department 
store and food copy? Card 
advertising today has no 
place in the bank’s promo- 
tional scheme, especially for 
thrift accounts. Space and 
art must be used in order to 
get the message across to the 
public. 

Again, if an advertisement 
attracts attention only, but 
does not arouse the interest 
of the public, it has failed. 
Here again art plays its part. 
Large space alone will not do 
it, although it will help. The 
story must be told either by 
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ASSETS IN 


The 


WILLIAMSBURGH 
SAVINGS BANK 


XCESS OF 



















RAVEL was difficult . . . but the 

safety of The Williamsburgh wes 
ample recompense for a tedious 
journey. 
For 80 years The Williamsburgh hes 
protected the savings of the thrifty 
and never, at any time, has there 
been the slightest doubt as to the 


safety of depositors’ money. 





Today, The Williamsburgh is bigger 
and stronger than ever and either 
office can be reached quickly by 


modern rapid transit. 
You are invited to keep your savings 
in this big Mutual Savings Bank. 


Open Mondays until 7 P. M. 


Er 058 
Hanson and Ashlend Places 
Broadway at Driggs Avenue 
Brooklyn, N. Y. 





240 MILLION DOLLARS 





An historical advertisement of a Brooklyn bank, 

set in the currently popular Futura type, in 

which transit facilities of today in Brooklyn are 

contrasted with those of 80 years ago, the year 

of the bank’s founding. Run 3 columns by 
11 inches. 


illustration, copy or by both. 
And it must be told in 
such a manner that a desire 
is created in the reader to be- 
come a possessor of a savings 
account in the advertising in- 
stitution. That means that 
the advertising must be dif- 
ferent—it must appeal to the 
desires of the people, rather 
than tell them what you be- 
lieve they should know. 





To get action, not only 
must the advertising be more 
compelling, but the bank 
itself be somewhat different. 
This does not mean that 
either the advertising or the 
bank need be freakish; it does 
mean, however, a realization 
on the part of all officials 
and members of the staff that 
the promotional work of a 
financial institution today is 


as important an adjunct to 
the business of banking «s are 
the loan department, Sa ving; 
department, or any other de. 
partment. It is, in fact, a 
cross-section of all deoart- 
ments. 

Too often we are prone to 
think that an advertise rent 
is good because it bears ome 
thought concerning ban «ing 
and the name and addre s of 
the bank; too often in an. lyz- 
ing bank advertising we ‘ind 
that it is not advertising but 
paid publicity. Usuall, if 
there is an item impor ant 
enough to be paid publ:-ity 
it would gain much more at- 
tention and carry gre iter 
weight, in my opinion, «s a 
news statement issued fiom 
the chairman of the board or 
president of the bank. 

If, after making use of the 
yardstick, the bank advertiser 
is convinced he has an adver- 
tisement, he should make one 
final test. Does his adver- 
tisement clearly denote this 
thought — what might be 
called the golden rule of 
salesmanship: “Service on the 
part of himself, selfishness on 
the part of the public.” If 
so, he is putting some of the 
savor of the salt in advertis- 
ing, he is merchandising 
thrift, and his bank will get 
its proportion of the public’s 
dollars. 


HOW BANKS ARE 
ADVERTISING 


DistriputTors Group, Inc., has 
published “‘The Fixed Trust,” a 
comparative analysis of this type 
of trust, text of which was pre: 
pared by Dean Langmuir. The 
analysis is issued in the form of 


— 





hitee' 


trod 


head 


Ay 


An unusual advertising exhibit of the 


2-page booklet, 54 x 8} in 


The text is divided 
brief chapters, each in- 
ed by an explanatory sub- 
At the end of the text 
veral supplementary charts 
nmenting on the collateral! 
of fixed trust shares from 
king viewpoint, the booklet 
“Bankers are gradually be- 
g familiar with the 

of fixed trust shares as 
for loans. The 
ility, the conversion privi- 
the price fluctua- 
and the safety factor pro- 
by diversification, should 
this type 


into 


avail- 


eral mar- 


narrow 


of security more 


tive as collateral than 
of the securities listed on 


tock exchanges.” 


idvertising exhibit somewhat 
»f the ordinary was made 


JERSEY BREAD (2 


THE BANKERS MAGAZINE 


by the Paterson National Bank 
at the recent food show of the 
independent grocers of northern 
New Jersey, held recently in the 
113th Regiment Armory in 
Paterson. A picture of this ex- 
hibit is reproduced below. 

The bank's exhibit consisted 
of an octagonal 
within a square railed space. On 
each of the eight sides, displays 
of the food products of 
ers of the bank were made and, 
the top ofl the 
sign, “Display of , one 
25,000 customers. In 
spaces underneath the 
holding the exhibits were 
phrases as—*41 Years of 
plete Banking Service” “192 
Market Street, Opposite City 
Hall’—*A Complete Metropoli- 
tan Bank in Paterson.” 

In convenient 


structure set 


custom- 


over each was 
ot our 
shelves 
such 


Com- 


spaces inside 


SPLAY OF 


or 
VASE | Sie es 


Paterson 
panying columns. 


National Bank, described in 


the booth railings were placards. 
One placard read: “Members of 
the Paterson Grocers’ Associa- 
tion know that the Paterson 
National Bank provides facilities 
and which meet the 
needs of the present day and 
are based on long experience in 
Paterson. That is why so many 


services 


customers. 
Another placard, neatly let- 
tered in color, reads as follows 
“As the Independent Grocers of 
Paterson are outstanding in the 
good trade, so the Paterson Na 
tional outstanding 


among the commercial banks of 


members are 


Bank is 


northern New Jersey.” 

This annual show 
of the Independent Grocers of 
Northern New Jersey 


and 


in Paterson 


for 


lasts for 
75.- 
Prac- 


the 


six days attracts from 


000 to 100,000 persons. 


tically all the food lines in 


OEP < 


detail in the 


accom-~ 
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country are represented by ex- 
hibits—bakers, wholesalers, ice 
cream manufacturers, cracker 
manufacturers, meat packers, 
soft drink makers. Many cf the 
firms represented are among the 
largest manufacturers of food 
products in the United States. 
In spite of the depression the 
attendance this year was up to 
normal. There were about 60 
booths in all. 

The Paterson National Bank's 
booth attracted a great deal of 
attention and came in for a large 
amount of favorable comment. 
On previous occasions the bank 
has given away souvenirs to 
people attending the exhibit and 
a representative of the bank has 
opened savings accounts. This 
year, however, no souvenirs were 
distributed and no accounts were 
taken. But comment made 
clearly indicated that the bank 
had created a _ considerable 
amount of good will by its ex- 


hibit. 


“SIMPLE Precautions When You 
Travel,” and “Every Financial 
Service Your Needs Require,” 
are the titles of two recent pub- 
lications of the Union Trust 
Company of Pittsburgh. The 
first mentioned of these is in the 
form of a folder, while the sec- 


ond is an eight-page booklet 
printed in two colors. Both are 
2% x 6 in size. 

“Simple Precautions When 
You Travel,” presents two sug’ 
gestions for the vacationist; first, 
that valuable papers and posses- 
sions be placed in safe-keeping 
before the vacation is begun, 
and second, that provision be 
made for protection of funds 
carried from theft, loss or de- 
struction. 

The copy regarding the safe- 
keeping of valuables reads: “A 
safe deposit box—here in the 
bank where you have your ac- 
count—will give you the protec- 
tion you desire. Elevators to 
and from the safe deposit de- 
partment assure no delay in 
reaching the vault. Seventy-five 
large, well ventilated rooms for 
examining the contents of boxes 
provide for comfort and privacy 
at all times. The cost of a box 
is nominal. An officer of this 
department will be pleased to 
conduct you through our vaults 
and explain our services.” 

The copy relating to protec- 
tion of funds reads: “By carry- 
ing your cash in the form of a 
letter of credit or travelers’ 
checks, you avoid all anxiety 
concerning your money while 
traveling. Funds in these forms 





Solid silver pitcher and tray offered as a trophy by the 
Franklin Trust Company of Philadelphia for the best ad- 
vertising or business development idea presented at the 
national convention of the Financial Advertisers Associa- 
tion, which will be held in Boston in September. 


are insured money—definite jp. 
surance against theft, destruction 
or loss in any manner. To you 
they are as good as cash any. 
where. You are fully prot -cted 
if your travelers’ checks or let- 
ter of credit are lost, stolen 
destroyed. You may secure your 
travelers’ checks and letters 
credit at this trust compan 

The booklet “Every Financial 
Service Your Needs Require” 
describes briefly the services and 
facilities offered to custome:s by 
the Union Trust Company. in- 
cluding brief descriptions ot the 
banking, bond, trust, real es-ate, 
savings, saie deposit and ciedit 
departments. 


THE First National Bank o EI 
Paso, Texas, has published a 
sixteen-page S5Oth  anniver-ary 
booklet, approximately 6x8 in 
size and printed in two colors. 
The booklet contrasts the El 
Paso of 1881 with the modern 
city which it is today. A tur 
ther contrast is made between 
the one-story adobe in which 
the bank had its beginning and 
its present building, which it 
owns. Several colorful touches 
are given in the copy of that 
portion of the booklet which 
treats of the bank’s early days, 
for example: “To the door of 
the old bank drove the historic 
Butterfield stage running be: 
tween St. Louis and San Fran- 
cisco, carrying United States 
mail, money and _ passengers. 
The journey of this _ stage 
through the Indian country, with 
armed men in the driver's seat 
and on top of the coach to fight 
their way through, is one of the 
thrilling stories of the early 
West. There is no bank in the 
West with a more romantic set- 
ting or a more colorful past.” 


“Panics and Prophets,” and 
““Panaceas vs. Plans,” are the 
titles of two booklets issued by 
the Bank of America, New 
York. These two booklets pres’ 
ent the text of two recent ad- 
dresses of John’ E.' Rovensky, 
vice-chairman of the bank. 




















Ox. of the many interesting tm UNION TRUSTa. 


vistas in the largest single CLEVELAND 
banking room in the world— Resources over $300,000,000 
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The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 








Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 





Think of the Man Who Reads! 


A New Typewriter with Changeable Type Makes a Varied Appeal 
Possible in Typewritten Messages 


TYPEWRITER centering its ap- 
Ar with the statement that it 
has changeable type, makes one 
realize what a small portion of the 
enormous field developed by the Printer’s 
Art could have been accomplished had 
printers not had different sizes and 
styles of type faces. 

To be sure, the printing press is now 
several hundred years old and type- 
writers have just entered on their second 
half-century. But thinking of the type- 
writer as an imitator of the press, which 
it is in a broad sense, it seems remark- 
able that it has taken over fifty years 
for a typewriter to be produced which 
provides for such a fundamental thing 
in printing, as changeable type. 

The printer uses changeable type to 
make stronger appeal to the reader, to 
better the appearance of his product, to 
conserve space by using small type where 
permissable, and to add emphasis where 
needed. Why should not all these things 
be equally important in typewriting? 

These typewriters with changeable 
tvpe have been developed with the idea 
that the reader or the recipient of type- 
written matter is the person who is en- 
titled to first consideration. There are 
no new gadjets intended to win the 
special endorsement of the typist. Yet 
there is nothing essential omitted on the 
Varityper. But its new features are all 
260 





for the purpose of better looking, more 
appealing typewritten matter—considera- 
tion for the reader! 

The Varityper provides for different 
spacing vertically between lines, differ- 
ent spacing horizontally between char- 
acters, this latter, of course, is essential 
with changeable type, for the spacing 
must fit the size of type, and additionally, 
there is provided a mechanically con- 
trolled impression. This means that the 
impression on the paper is not dependent 
upon the force with which the typist 
hits the key. Nearly any typist will 
assure you their touch is always the 
same, but they are generally mistaken 
and the uniform impression of Varityper 
proves it. 

With all of these unusual and addi- 
tional features, the simplicity of the 
Varityper from a mechanical construc- 
tion viewpoint, and its simplicity of 
operation for the typist are emphasized. 
It occupies the same desk space and 
weighs four or five pounds less than 
other typewriters; it has some 40 per 
cent. fewer parts. Like all other makes, 
the mach‘ne is faster than the typist, but 
speed and quantity are not in the Vari- 
typer program, they base their pleas on 
quality and apbearance of the type- 
written matter produced, consideration 
for the reader! And maybe after all, 
that should be the chief purpose of type- 
writing. 











The Mortgage Situation 


Lawyers Mortgage Company Reports for the Half-Year Ending 


HE gross earnings of the Lawyers 
Mortgage Company for the first 
six months of 1931 were $2,091,- 
5 and the net profits were $1,121,361. 
1e sale of guaranteed mortgages, in- 
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uding extensions, amounted to 
21,476 and the net gain in outstanding 
uaranteed mortgages amounted to $12,- 
17,980. 

Since the Lawyers Mortgage Com- 
any was organized it has guaranteed 
51,279,680,705 of mortgages, of which 
$847,569,926 have been paid in full, 
eaving now outstanding $432,110,779. 

President Richard M. Hurd in his 
semi-annual report submitted to the 
stockholders has the following to say 
ibout the mortgage situation in New 


York: 


New York is the largest city in the world, 
with an economic population—within com- 
muting distance—of 11,500,000. Its annual 
increase of population averages 125,000. De- 
spite the depression, New York City real es- 
maintains its ancient reputation as the 
soundest and most stable investment in 
America. This statement is made advisedly, 
although it is true that the results of specula- 
tion, exorbitant prices and over-financing are 
the same, whether the operations take place 
in stocks, commodities or real estate. That 
real estate liquidation is now going o1 is evi- 
dent but it is much less widespread than is 
popularly supposed. A careful analysis of 
the foreclosures now being conducted in New 
York indicate that they tall within one of 
the following categories: 


tate 


FIRST: OVERPRODUCTION 

Under the excitement of the so called “new 
era’ in business, the speculative fever spread 
from the Stock Exchange to the New York 
real estate field, aided by large finance com- 
panies, whose chief aim was quick profits, 
and not safety, bringing about the construc’ 
tion of large numbers of towering office build- 
ings, hotels and apartment hotels. The man 
in the street walking by them can that 
these new structures are large!y untenanted. 
Such buildings necessarily will operate at a 
loss until they fill up with tenants and will 
result in foreclosures unless their owners 


see 


have the money to pay the annual deficits. 





June 30, 1931 


has 


The Company 
owing 


1 


Lawyers Mortgage 
financed none of these great buildings, 
to the by-law passed twenty years ago, 
ing its loans on any building to 
over 10 per cent. of its capital and surplus. 
This would give the company, at the present 
time, a theoretical limit for any one loan of 
$2,200,000, but as a matter of fact the com- 
pany has only five loans from $1,000,000 up, 
the largest being $1,650,000. These loans 
are on well rented apartment houses, two on 
Park avenue corners, two on Madison avenue 
corners, and one on a West End avenue 
corner. 

The average amount of each mortgage loan 
held by the company is $17,100. The aver- 





it- 


one not 


uge loan in the different boroughs is as fol- 
lows: Manhattan, $70,100: Bronx, $38,200; 
Westchester, $14,700; Brooklyn, $10,100; 


Queens, $7,100; Nassau, $4,700. 


SECOND: OVER-FINANCING 
financing of real estate projects, 
now happily unavailable to builders, was 
sadly abused during this period of activity. 
Building plots were sold with the larger part 
of their price subordinated as a 
second mortgage to a first mortgage building 
loan, and as these properties passed 
hand to hand, third and fourth mortgages 
added together with conditional bills 
of sale, mechanics’ liens, etc. A study of the 
foreclosures instituted by the Lawyers Mort- 
gage Company in the last year and a half, 
demonstrate that a considerable proportion 
of these were due to junior financing which 
had resulted in scattered and weak owner- 
ship. If these properties had been owned 
outright, subject only to the first mortgage, 
foreclosure might never have been necessary. 
Some of these foreclosures have resulted in 
slight profit to the Lawyers Mortgage Com- 
pany, but others have resulted in moderate 
losses, the average of which for the past year 
and a half has been 71/3 per cent. on the 
amounts foreclosed by the company. Such 
losses are immediately charged off against the 
current gross earnings of the company which 
latter for the past four years have averaged 
over $4,000,000 per annum. During the 
past twenty-eight and a half years of the 
present management, the average loss through 
the sale of foreclosed real estate has been 
$29,300 per annum, as against net earnings 
which have steadily increased to an average, 
as shown in the past four annual statements, 
of over $2,500.000. 


The junior 


excessive 
trom 


were 
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THIRD: SPECIAL UTILIZATION 
Twenty-seven years ago the Lawyers Mort- 
gage Company adopted a by-law, limiting its 
loans to business and residence property and 
avoiding such special utilizations as hotels, 
apartment hotels, theatres, clubs, factories, 
churches, leaseholds, vacant land, etc. The 
reason for this fundamental safety restriction 
was that while such special buildings consti- 
tute but a small part of the entire city, prop- 
erties of these classes in depressed times al- 
ways result in an unduly large percentage of 
foreclosures. When incomes are reduced, it 
is the luxuries and amusements which are first 
cut off, while tenants and owners cling ten- 
aciously to their apartments or homes and to 
their places of business. In other words, 
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Main office of the Lawyers Mortgage Company, Madison avenue at 44th 
street, New York. 


apartments and homes well located and well 
planned, of moderate character, while subject 
to reasonable fluctuations in value, are always 
rentable and saleable at a price, and hence 
constitute sound security for properly mar- 
gined mortgage loans. The Lawyers Mort- 
gage Company has always construed itself to 
be a guaranteeing corporation of a financial 
character, not interested in real estate specu- 
lation, hence its policy has always been to 
sell any foreclosed real estate promptly with- 
out waiting for increased prices, and thus to 
keep its books clean. For many years, prior 
to the recent depression, the Lawyers Mort- 
gage Company held no foreclosed real estate 
and its recent figures have been as follows: 
January 1, 1931—$924,153. July 1, 1931— 
$933,711. This sum represents about one- 


THE BANKERS MAGAZINE 


fifth of one per cent. of its total outstanding 
guaranteed mortgages of $432,110,000. 


The assets and liabilities of the com- 
imy on July 1, 1931, were reported as 
llows: 
ASSETS 

New York Mortgages.......$12 
Accrued Interest Receivable. . 
company's, Office Buildings. . 
Ither Real Estate 

iwyers M yrtgage 


posit Ga. “Sted. . ccc cae 


,420.935.08 
,196,424.03 
mig ee 
580,644.08 


118.080.00 


Bonds 


U. S. Government 
(Market Value) ,600,046.88 


,063,124.75 


,296,077.81 


LIABILITIES 
sini cer willie alienern ws eie ao = oe 
.000.000.00 
551,703.02 
305,079.55 
439,295.24 


Capital 
Surplus 
Undivided Profits 

Mortgages Sold, Not Delivered 
Reserve for Taxes, etc. 


,296,077.8 1 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ger, Fred N. Sheperd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, week of June 6, 1932. Secretary, 
Richard W. Hill, 22 East 40th street, New 
York City. 


DrLawareE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 


mington. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September 14-17. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 


cago. 


KENTUCKY BANKERS AsSOCIATION, Louis- 
ville, September 17-18. Headquarters, Brown 
Hotel. Secretary, Harry G. Smith, Louisville. 


Maine Savincs Banks_ ASSOCIATION, 
Rangeley Lake Hotel, September 9-10. 


MissouRI BANKERS ASSOCIATION, May 17- 
18, 1932. Secretary, W. F. Keyser, Sedalia. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


MortTGAGE BANKERS ASSOCIATION, 
Texas, October 27-29. 
Walter B. Kester, 111 
Street, Chicago. 


Dallas, 
Secretary-treasurer, 
West Washington 


NEBRASKA BANKERS ASSOCIATION, Lincoln, 
October 22-23. Secretary, William B. Hughes, 
420 Farnam Building, Omaha. 


New York State SAvincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


Reserve City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. 


SavINGS BANK ASSOCIATION OF MaAssa- 
CHUSETTS, Pittsfield, Mass., September 24-26, 
Headquarters, Hotel Wendell. Executive 


secretary, Dana Sylvester. 


SOUTHERN BANK MANAGEMENT CONFER- 
ENCE, Nashville, Tenn., November 5-6. Un- 
der the auspices of the Nashville Clearing- 
house Association. 


TEXAS 
May 10-12, 
Jr., Dallas. 


BANKERS ASSOCIATION, Austin, 
1932. Secretary, W. A. Philpott, 


U. S. Buitptnc AND Loan Leacug, Phila’ 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 


street, Chicago. 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


WyominG BANKERS ASSOCIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 
Snyder, Wyoming Trust Company, Casper. 
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The new offices of The 
New York Trust Com- 
pany, in the recently 
completed 22 East 40th 
street building, are among 
the most complete of their 
kind in New York City 
They occupy most of the 
main floor of the build- 
ing, a large part of the 
floor below the © street 
level and also a_ small 
mezzanine floor above the 
main banking room 











VOY OVO GV OVO GVO VOW VAG O VOD OV OVAL 


AA RA AA RA RA RA RA RA RA RA RA RA RA RA RA RA RA RARARARARARARARARARARARARARARARARARARARARARAAARAARARARARARARARARARA ) 


CENTRAL HANOVER BANK & TRUST COMPANY 
NEW YORK CITY 





AmnnnmininnAnAnAnOAmMAnAL 


One of three 
main entrances 
at70 Broadway 
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Great Resources Demand Great Vaults 


HE merger of the Central Union Trust Company of New 

York and the Hanover National Bank in 1929 brought to- 
gether combined resources of nearly $1,000,000,000. Protection 
of these vast resources at 70 Broadway required the installation 
of additional and stronger vaults. The selection of the York Or- 
ganization to do the job is gratifying recognition of York’s 
world-wide preeminence. 
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Entrances to the new vaults include three great main doors, each 
weighing approximately 120,000 pounds. These entrances are 
equipped with lowering platforms and each vault is further pro- 
vided with a circular emergency entrance of the same thickness 
as the main entrance. 


YORK SAFE & LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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Bank Lobby, Ampere Bank and Trust Company, East Orange, N. J. 


HE new building of the Ampere Trust Company 
gives to this institution ample facilities for taking 
care of its expanding business. A feature of the interior 
arrangement is the placing of the windows to provide 
natural light in great abundance. The mezzanine floor at the 
rear is to take care of future expansion for working space. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - - - ° New York 




















Formal Opening of Central Republic Bank 
and Trust Company in Chicago 


HE formal opening of Central Re- 

public Bank and Trust Company, 

Chicago’s third largest bank, 
yccurred on July 27 when Central Trust 
Company of Illinois, The National Bank 
vf the Republic of Chicago, and the 
latter’s afhliate, Chicago Trust Com- 
pany, were consolidated in the spacious 
bank building at 208 South LaSalle 
street. 

Announcement of the proposed con- 
solidation of Central Trust Company 
and The National Bank of the Republic 
was made on June 8, following negotia- 
tions that had extended over a period of 
several months. 

The consolidation of these two large 
Chicago banks had been expected for 
some time prior to the announcement, as 
it had long been recognized that such a 
merger would not only strengthen Chi- 
cago as a financial center, but would 
also be of value to both institutions. The 


National, Bank of the Republic had 


- 


grown so rapidly in recent years that 
it had virtually outgrown its quarters. 
Central Trust Company, a bank of 
about the same size, had also forged 
ahead rapidly, but was occupying a 
building originally built for a somewhat 
larger bank. The new bank has $28,000,- 
000 in capital, surplus and undivided 
profits, and approximately $250,000,000 
in deposits. 

The executive and senior officers of 
Central Republic Bank and Trust Com- 
pany are as follows: Gen. Charles G. 
Dawes, former Vice-President of the 
United States and now American Am- 
bassador to England, is honorary chair- 
man of the board, retaining the title held 
with Central Trust Company of Illinois. 
John A. Lynch is chairman of the execu- 
tive committee, retaining the same posi- 
tion he held with The National Bank 
of the Republic. Joseph E. Otis, chair- 
man of Central Trust Company, and 
David R. Forgan, vice-chairman of The 


View of the main banking room of the Central Republic Bank and Trust Company 
at the recent formal opening of what is now Chicago's third largest bank. 
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National Bank of the Republic, are co- 
chairmen of the board of directors. Hugo 
E. Otte, vice-chairman of The National 
Bank ot the Republic, continues in that 
capacity with the consolidated bank. 
John W. O'Leary, president of The Na- 
tional Bank of the Republic, and M. E. 
Greenebaum, vice-chairman of Central 
Trust executive committee, are vice- 
chairmen of the board. Lucius Teter is 
vice-chairman of the executive commit- 
tee of the new bank. 

Philip R. Clarke, president of Central 
Trust Company, continues in that capac- 
ity in the consolidated institution. The 
general vice-presidents include W. R. 
Dawes, Ward C. Castle, J. E. Greene- 
baum, J. E. Lindquist and Aaron Col- 
non. 

Central Republic Bank and Trust 
Company maintains under one roof at 
208 South LaSalle street a complete 
banking service. The savings depart- 
ment on the ground floor offers the pub- 
lic the usual type of savings accounts as 
well as a combination checking-savings 
account. The foreign department, in 
which is included a travel bureau, is also 
located on the ground floor, as is a cus- 
tomers’ service unit of the Central Re- 
public Company, the bank’s investment 
afhliate. 

On the second, bank floor, are located 
the commercial department of the bank 
and the real estate loan department, 
while on the nineteenth floor are the 
offices of the trust department. The 
safe deposit vaults of the bank will 
operate in their present locations at 208 
South LaSalle street and 134 South La- 
Salle street. 

The bank’s investment afhliate, Cen- 
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ACCOUNTANTS AND AUDITORS 
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tral Republic Company, has a capital « 
$5,000,000 and unites the business anc 
personnel of the Central-Illinois Com 
pany and the National Republic Com 
pany. Its offices are located on the mai 
banking floor at 134 South LaSall 
street, just across the street from the 
bank. Central Republic Company als 
maintains branch offices in many of th 
principal cities, and has representation 
trom New York to San Francisco. 


NOT THE END 


“The current depression does not 
mark the end of the world, despite the 
widespread conviction to this effect in 
Wall Street. It is following the course 
of the usual business cycle. It feels worse 
than it actually is because we cascaded 
from such an exalted peak in 1929, and, 
what is far more painful, because the 
prosperity chorus had sold us the idea 
that the business cycle had been perma- 
nently exorcised.”—Stuart Chase, in a 
new book entitled “Out of the Depres- 
sion—and After,” published by John 
Day Co. 


RAILS AND TRUCKS 


“The reaching over by either one or 
the other means of transportation into 
the field of activity in which, according 
to all laws of economy, the other is best 
suited to operate, is not serving any use- 
ful end. The two should be comple- 
mentary, rather than competitive.” 
From “The Review” of the Bank of 
America, N. A., New York. 





Some Recent Staff Changes at the Canal Bank 
and Trust Company, New Orleans 


NUMBER of important changes 
and additions to executive per- 
sonnel have recently been made at 
the Canal Bank and Trust Company of 
New Orleans which celebrated the one 
hundredth anniversary of its organiza- 
tion last March. Simultaneous with the 
rounding out of a hundred years of con- 
tinuous service last March, Oliver G. 
Lucas assumed the helm as president. 
Within the past two months three new 
vice-presidents, a new cashier and an 
assistant cashier were added to the official 
family. 

On May 20 William W. Sutcliffe, 
Jr., formerly cashier, was elected vice- 
president. Mr. Sutcliffe began his bank 
Ing career Over twenty years ago with 
the Germania-American National Bank 


as a bookkeeper. He was later made 


assistant cashier of the Canal-Louisiana 
Bank and Trust Company, and in 1925 


was elected cashier of the Canal Bank 
and Trust Company. He is a native of 
New Orleans. 

The vacancy created by the appoint- 
ment of Mr. Sutcliffe as vice-president 
was filled by the election of Dale Gra- 
ham as cashier. Mr. Graham comes to 
New Orleans from New York, where 
he was second vice-president of the 
Chase National Bank. He began his 
banking career in Illinois over sixteen 
years ago and, prior to going to New 
York, was assistant vice-president of the 
Mississippi Valley Trust Company of 
St. Louis. 

Harry G. Thompson of Memphis was 
also elected vice-president of the bank. 
He has been connected with the cotton 
business for more than twenty years, 
and at one time was president of the 
Memphis Cotton Exchange. Until his 
election as vice-president of the Canal 
Bank, he was secretary and treasurer of 
W. A. Gage & Company, cotton factors 
of Memphis, Tenn. 

On June 17 H. Dabezies, formerly 
assistant vice-president, was elected vice- 


president and, in association with Vice- 
President Charles J. Theard, was placed 
in active charge of the Citizens office of 
the bank, succeeding F. Dietze, Jr., who 
resigned June 1. Mr. Dabezies is a 
member of the French Legion of Honor, 
and is prominent in many French or 
ganizations and civic societies. 
Benjamin J. Legett, who was elected 


© UNDERWOOD & UNDERWOOD 
Ouiver G. Lucas 


President of the Canal Bank and 
Trust Company, New Orleans. 


assistant cashier, started with the Canal 
Bank in 1915. 

The Canal Bank and Trust Company 
was organized in March, 1831, for the 
primary purpose of financing and dig- 
ging the New Basin Canal and expand- 
ing its banking functions with the 
growth of New Orleans. The bank has 
kept pace with the advance of New 
Orleans from a neglected trading post 
to the wealthiest per capita center in 
the United States. The bank survived 
and gained added strength through 
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WILLIAM W. SUTCLIFFE, JR. Harry G. THOMPSON 
Elected vice-president Canal Bank and Elected vice-president Canal Bank and 
Trust Company, New Orleans. Trust Company, New Orleans. 


DaLe GRAHAM H. DaBezies 
Elected cashier Canal Bank and Trust Elected vice-president Canal Bank and 
Company, New Orleans. Trust Company, New Orleans. 
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periods of plague, warfare and _ flood. 
During its career ten banks were merged 
with the Canal Bank, the latest the 
Marine Bank and Trust Company. The 
bank occupies a spacious and modernly 
equipped building of its own. 

Oliver G. Lucas, who assumed the 
presidency last March, although only 
forty-one years of age, has had an ex- 
ceptionally wide and valuable experience 
in banking. He was born in St. Louis 
in 1889 and his early ambition was to 
become a chemist. He studied abroad 


and after graduating from the Vienna 
Scheol of Technology returned to the 


BENJAMIN J. LEGETT 


Elected assistant cashier, Canal Bank 
and Trust Company, New Orleans. 


United States. He was attracted to 
banking, however, and began with the 
National City Bank of New York as 
runner at the age of twenty-one, soon 
after becoming a junior officer. He then 
had an experience as an officer of the 
National Bank of the Republic at Port 
au Prince, Haiti. 


The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


} Bank of Charleston, N. B. A. 
j Charleston, 8. C. 
| Norwood Nat. Bank Carolina Nat. Bank 
| 


Greenville, 8. C. Columbia, 8. C. 


$ 1,500,000.00 


1,200,000.00 
30,000,000.00 


Capital 
Surplus 
Resources 








UPSWING! 
“The month of July brought to many 
business observers a realization that two 
of the major phases of trade and indus- 
try of the United States are steadily de- 
veloping an upswing that gives strong 
evidence of being permanent.”—‘Out- 
line of Business,’ published by Chatham 
Phenix National Bank and Trust Com- 
pany, New York. 


Hat Y. LEMON 


Vice-president, Commerce Trust Com- 

pany, Kansas City, who will be nomi- 

nated treasurer American Bankers As’ 
sociation in October. 
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State Bank Resources Exceed National 


HE secretary-treasurer of the Na- 

tional Association of Supervisors 

of State Banks, R. N. Sims, has 
submitted to the association a statement 
which shows in detail by states the cap- 
ital, surplus and undivided profits, de- 
posits, loans and discounts, stocks, bonds 
and securities, and total resources of all 
state banking institutions of the United 
States, together with totals of these items 
of the national banks, and all covering 
as of March 25, 1931. 

The report of Secretary Sims covers 
the only available accurate and detailed 
data of the state banking institutions 
comparable with the report of the Comp- 
troller of the Currency which covers 
the national banks. 

Mr. Sims said: 


The figures are very gratifying and reflect, 
as a whole, a healthy condition of the bank- 
ng institutions of our country. 

On March 25, 1931, there was a total cf 
22,800 banks, of which 15,865 were state 
banks and 6,935 national banks, and in 
round numbers a total capital, surplus and 
undivided profits of $9,729,502.736, total 
deposits of $56.610.716.658, and total re- 
sources of $70,812.887,579. Total capital, 
surplus and undivided profits of all banks 
were $233,819.720 below, total deposits of 
all banks were $835.283,877 below, and total 
resources were $1,225.678,691 below the 
record of March 27, 1930. 

On March 25, 1931, in round numbers 
the capital, surplus and undivided profits of 
the state banks were $5.950.593.736 and of 
the national banks $3.778,909.000, showing 
the capital resources of the state banks to be 
57 per cent. in excess of the national banks. 
The deposits of the state banks were $34,- 
?66.550.658 and of the national banks $22.- 
344,166.000, showing the deposits of the 
state banks 53 per cent. in excess of the 
national banks. The total resources of the 
state banks were $42.686,420.579 and of 
the national banks $28,126,467,000, showing 
the resources of the state banks 51 per cent. 
in excess of the national banks. 

Since Tune 30. 1919, which was the date 
of my first complete statement, capital. sur- 
plus and undivided profits of the state banks 
have increased $3.050 931.458 and the na- 
tional banks $1.415,431,000. The deposits 
of state banks have increased $12.633,728.- 
4646 and the national banks $6,419,301.000. 
Resources of the state banks increased $16,- 
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720,744,743 and the national banks $7,326,- 
917,000. The decrease in the number ot 
state banks totals 5,163. The decrease in 
the number of national banks totals 850. 

This makes a total increase in all banks of 
the United States since June 30, 1919, as 
follows: 


Capital, surplus 

and undivided 

MORONES | oceini:e. 0 $ 4,466,362,059 or 84% 
Oe a ee 19,053,029,546 or 50% 
Resources ...... 24,047,661,743 or 51% 
Number of insti- 

CUHIOME 6. ccc 6,013 decrease 


These figures show how surprisingly well 
the banks of our country have weathered the 
storm of depression. Both classes of banks 
perform equally useful and necessary func- 
tions and I do not make comparisons for the 
purpose of disparagement, but to emphasize 
the colossal size of the two great banking 
systems and to direct attention to the impor- 
tance and need of both in the development 
and handling of our country’s business. 


EXPLAINS THE SERVICE CHARGE 


N a recent address before the Scran- 

ton Advertising Club, President 

Charles S. Weston of the First Na- 
tional Bank of Scranton presented a very 
interesting outline not only of the his- 
tory of that institution but of its rela- 
tions with the public. Speaking of un- 
profitable accounts he said: 


The matter of handling small unprofitable 
checking accounts has received a great deal 
of attention recently with the result that 
banks all over the country have instituted a 
small service charge to cover the cost of han- 
dling these accounts, but losses of this kind 
are by no means confined to small accounts. 
It may surprise you to learn that we have 
had in our bank corporation accounts carry’ 
ing average balances of several hundred thou: 
sand dollars a careful analysis of which has 
demonstrated that. by reason of the expense 
involved in- handling, bookkeeping and re- 
mitting for the thousands of checks drawn 
against these accounts each month and the 
cost of collecting checks on out-of-town 
banks deposited each month, these accounts 
were actually a source of loss to the bank, 
and it has been only by showing our cost 
ficures to the managers of these corporations 
that we have been able to have such ac- 
counts placed on a paying basis. 
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WACHOVIA BANK ELECTS NEW 
OFFICERS 


THE board of directors of the Wachovia 
Bank and Trust Company, Winston-Salem, 
N. C., at its first meeting since the death of 
its late president, Col. F. H. Fries, elected 
Henry F. Shaffner chairman of the board of 
directors and Robert M. Hanes president. 
The office of chairman of the board was 
created by the directors at this meeting. 
Henry F. Shaffmer has been connected 
with the Wachovia Bank and Trust Com- 
pany since the very beginning of the in- 
stitution, having assisted his uncle, the late 
Col. F. H. Fries, in its organization in 1893. 
Mr. Shaffner graduated from the University 
of North Carolina in the class of 1887. Fol- 
lowing this he was engaged in_ business 
in Salem, N. C., for a_ period of six 
years, and when the original Wachovia 
Loan and Trust Company was _ opened 
for business, June 15, 1893, he was 
elected to the position of secretary-treasurer. 















H. F. SHAFFNER 


Chairman, board of directors Wachovia 
Bank and Trust Co., North Carolina. 


He thus assumed a position of leadership in 
the institution’s affairs from the very be- 
ginning, a position which he has maintained 
for the past 38 years. In 1911 the Wachovia 
Loan and Trust Company was consolidated 
with the Wachovia National Bank and its 
name was changed to the Wachovia Bank 
and Trust Company. Mr. Shaffner became 


vice-president and treasurer, and also a mem- 
ber of 


the board of directors of the con- 
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solidated institution. In 1915 he was elected 
vice-president and since 1918 has been the 
bank’s senior vice-president. 

In community affairs Mr. Shaffner has al- 
ways exhibited an active interest. For ten 
years he was a commissioner of the town of 
Salem, and after Salem and Winston were 


consolidated into one municipality he ren- 
service as a 


member of the 


dered valuable 





















R. M. HANEs 


Wachovia Bank 
Co., North Carolina 


and Trust 


President, 





board of aldermen. His forebears were the 
original Moravian settlers of the Salem com- 
munity, and he has long been a leader in the 
Moravian Church, having served for many 
years as a member of the central board of 
trustees. He is a director in several leading 


business enterprises in North Carolina. 
Robert M. Hanes’ connection with the 


Wachovia Bank and Trust Company dates 


from December, 1919, when, following a 
period of distinctive service in the World 
War, he became associated with the Wac- 


hovia in the capacity of vice-president. In 
1912 Mr. Hanes graduated from the Uni- 
versity of North Carolina with honors, and 
from there went to Harvard University 
where he continued his studies in the Grad- 
uate School of Business Administration. In 
1914 he began his business career in the city 
of Winston-Salem as secretary-treasurer of 
the Crystal Ice Company. In 1917 he vol- 
unteered for service in the World War and 
served with distinction in the 113th Field 
Artillery with the rank of major. From 1919 
to 1930 he was vice-president of the Wac- 
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hovia Bank and Trust Company, his duties 
being largely in connection with the banking 
department. At the beginning of 1930 his 
duties were considerably enlarged and he was 
elected by the directors to the position of 
administrative vice-president. 

Mr. Hanes 1s widely known in banking 
circles, having for many years been active in 
the North Carolina Bankers Association. He 
has served on numerous association com- 
mittees, many of which he has headed as 
chairman, and in 1928 was elected third vice- 
president of the association. He served suc- 
cessively as third, second and first vice’ 
president, and at the recent annual conven- 
tion was elevated to the position of presi- 
dent of the association. He has always 
shown the keenest interest in civic affairs in 
Winston-Salem and Forsyth County. He has 
served as President of the Merchants’ Asso- 
ciation, the Winston-Salem Rotary Club, the 
Twin City Club, the Chamber of Commerce 
and the Winston-Salem Community Chest. 
For two successive terms he has been a rep- 
resentative of Forsyth County in the North 
Carolina General Assembly. He is a direc’ 
tor in several local business enterprises. 


WIGGIN NAMED TO WORLD 
BANK BODY 


ALBERT H. Wiaain, chairman of the gow 
erning board of the Chase National Bank, 
New York, has been selected as the Amer- 





ALBERT H. WIGGIN 
Recently selected as the American mem- 
ber of the international committee on 
German credit needs. 


ican member of the committee to be set up b 
the Bank for International Settlements in ac 
cordance with the recommendation of th 
London Conference of Ministers, to inquir: 
into the immediate credit needs of Germany 
The appointment of Mr. Wiggin is regarde 
as particularly appropriate since the Chas 
National Bank, as the largest in the world, i 
said to have probably the largest interest ir 
Germany of all the American banks. Mr 
Wiggin is also said to be an advocate of war 
debt revision. 


BANK OF MANHATTAN 
CHANGES 


Due to the expansion of its trust depart- 
ment activities and to facilitate the handling 
of the increasing volume of this business, 
the board of directors of the Bank of Man- 
hattan Trust Company, New York, has an- 
nounced the following changes in the official 
staff: Andrew Wilson, Jr., and Leonard J. 
Wyeth were promoted from assistant vice- 
presidents to vice-presidents; J. Bryson Aird 
from assistant trust officer to assistant vice- 
president; Harold Powelson and Anne Hous- 
toun Sadler from assistant trust officers to 
trust officers. The following were added to 
the; official staff as assistant trust officers: 
James A. Fryatt, John F. Gunn, Fontaine 
LeMaistre, Chester C. Versfelt, Minor L. 
Wheaton and Harry C. White. The ap- 
pointment of Henry H. Bame as assistant 
treasurer at the 135 Broadway office was also 
announced. 


HEADS THE CHICAGO CLEARING 
HOUSE 


Earte H. ReyNotps, president of the 
Peoples Trust and Savings Bank, Chicago, 
has been elected president of the Chicago 
Clearing House Association to fill the vacancy 
caused by the retirement of Harold E. Fore- 
man. H. E. Otte of the Central Republic 
Bank and Trust Company was elected vice- 
president, succeeding Mr. Reynolds. 


MERGER IN NEW BRUNS- 
WICK, N. J. 


STOCKHOLDERS of the New Brunswick Trust 
Company and the Liberty Bank, both of New 
Brunswick, N. J., have voted for a merger 
of the two institutions which has been set 
tentatively for August 19. 


ELECTED VICE-PRESIDENT OF 
NATIONAL CITY 


Murray S. WILson has been elected a vice’ 
president of the National City Bank. He 
has been connected with the bank since 1918. 
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THREE NEW YORK BANKS TO 
MERGE 


A MERGER of the Continental Bank and 
Trust Company and Straus National Bank 
and Trust Company, both of New York, and 
the acquisition by the merged bank of the 
International Trust Company, subject to 
ratification by stockholders, will become effec- 
tive on Sept. 16, according to a recent an- 
nouncement. The basis on which the merger 
and acquisition will be effected is as follows: 

Stockholders of the Continental will re- 
ceive 53-100 share of new stock for each 
share now held, plus $8 a share in cash and 
about $1.40 a share at a later date when the 
balance of the assets to be distributed 
been liquidated. 

Stockholders of Straus National Bank and 
Trust Company will receive 1 4-10 shares of 
new stock for each share now held and, sub- 
ject to liquidation, will receive cash for the 
that are and above the amount 
needed to meet the deposit liability of the 
Straus bank and a contribution of $1,000, 
000 to the capital structure of the merged 
bank and corporation. 

Stockholders of the International Trust 
Company will receive 20,000 shares of new 
stock and, subject to liquidation, will receive 
cash for the assets that are over and 


have 


assets over 


above 


the amount needed to meet the deposit lia- 


bility of International and a contribution of 
$1,000,000 to the capital structure of the 
merged bank and corporation. 

The book value of the new stock will be 
$27.50 for the bank and $11.25 for the cor 
poration, making a total of $38.75. It is 
planned that the dividend now being paid by 
Continental, which is $1.20 a shall be 
continued. 


year, 


COMMERCIAL CREDIT 
DIRECTOR 


James H. Kepper, vice-president of the Hi- 
bernia Bank and Trust Company, New Or- 
leans, has been elected a director of Com- 
mercial Credit Company at the regular 
monthly meeting of the board of directors. 
Mr. Kepper has been vice-president and di- 
rector of Commercial Credit Company, Inc., 
of New Orleans since the incorporation of 
the latter company 


PREPARES ANALYSIS OF GUAR- 
ANTY TRUST COMPANY 


MonaHAN, Scuapiro & Co., New York, 
specialists in bank stocks, have recently is- 
sued a circular containing a complete statis- 
tical analysis of the Guaranty Trust Com- 
pany, New York, which should be of interest 
not only to bank stock investors but to 
students of bank management. 


CONTINENTAL BANK BUILDING 
TO HAVE PNEUMATIC 
SYSTEM 


ComPLETE instalation of a pneumatic tube 
system, designed to handle the delivery busi- 
ness of its broker-tenants, will be a feature 
of the Continental Bank Building now being 
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Forty-eight story building now _ being 
erected for the Continental Bank and Trust 
Company, New York, at 30 Broad Street. 


Bank 


street, 


and 
New 


Continental 
30 Broad 


constructed for the 
Trust Company at 
York. 

The pneumatic tube system is believed to 
be the first complete instalation of its kind 
in the financial district and the step is being 
watched with interest since use of the tube 
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system is expected to eliminate overcrowding 
of the elevators by runners for brokerage 
firms. The new Continental Bank Building 
will be equipped with the system through 
the main body of the building, or to the 
twentieth floor. Tubes will lead from tenants’ 
offices to a main room in Basement A where 
individual cages will be provided for the 
various firms. Each tenant who takes ad- 
vantage of this service will maintain his own 
force of workers and runners there for the 
effective handling of the firm's securities in 
transit. 


ELECTED VICE-CHAIRMAN OF 
UNION GUARDIAN TRUST 


CuiirForD B. LONGLEY, senior partner of 
Longley & Middleton, attorneys-at-law, was 
elected vice-chairman of the board of direc- 
tors of the Union Guardian Trust Company 
at the regular meeting recently, and will as- 


CuirForD B. LoNGLEY 
Recently elected vice-chairman of the 
board of directors, Union Guardian 

Trust Company, Detroit. 


sume active participation in the affairs of the 
company immediately. 

Mr. Longley was for many years head of 
the legal department of the Ford Motor Com- 
pany, and when this department was discon- 
tinued in 1929, he became the head of the 
firm of Longley & Middleton, which firm has 
since that time acted as counsel for the Ford 
Motor Company and the Ford interests. Mr. 
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Longley is also a director of the Universal 
Credit Corporation. 

The Union Guardian Trust Company is 
an important unit of the Guardian Detroit 
Union Group, Inc. 


RATES FOR BANKING SERVICES 


THE Per Item Charge Committee of the 
Wisconsin Bankers Association has issued a 
pamphlet giving the per item charges which 
it recommends for the performance of various 
banking services. In submitting these recom- 
mendations the committee stated: ‘The 
change which has come to the banking busi- 
ness, due to low interest rates and increased 
expense, points the wisdom of these new 
charges. The banking business is changing 
—increased operating costs, excessive losses 
and low interest rates have made earning 
assets insufficient for— 

“1. Paying all the expense of operation. 
2. Paying the stockholders what they are 
entitled to. 3. Compensating officers and em- 
ployes on the basis of their actual worth to 
the bank. 4. Setting up reserves for losses. 
5. Adding to surplus for future growth. 
Earnings must be obtained from _ other 
sources. Therefore, your committee recom- 
mends the adoption of these charges as early 
as possible.” 


CHANGES IN THE BANK OF 
HAWAII 


H. V. Patten, formerly vice-president in 
charge of the Hawaii branches of the Bank 
of Hawaii, Honolulu, recently died and has 
been succeeded by George Lowson, formerly 
cashier of the Hilo branch. Mr. Lowson be- 
came a vice-president as of July 1. C. J. 
Hoogs, formerly assistant cashier of the 
branches on the island of Oahu, has now 
been appointed cashier of the Hilo branch. 


JOINS CENTRAL HANOVER 
OFFICIAL STAFF 


RANDOLPH C. Harrison has been elected a 
vice-president of the Central Hanover Bank 
and Trust Company, New York. He was 
formerly vice-president in charge of the in- 
vestment department of the State Planters 
Bank and Trust Company, Richmond, Va. 


BOWERY TO HAVE ADDITIONAL 
BRANCH 


Tue Bowery Savings Bank has been author’ 
ized to open a branch at the northwest cor’ 
ner of Fifth avenue and 34th street, New 
York. This will be the third branch for this 
bank in New York. 
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NEW YORK CITY BANK STOCKS 
DECLINED 11.8 PER CENT. 
IN JULY 


FoLLOWING the recovery in June, when the 
shares of sixteen leading New York City 
banks and trust companies added over $600,- 
000,000 to their open market value, a de- 
cline occurred in July bringing the current 
valuation down to $2,800,000,000, which 
compares with $2,575,000,000 on June 2, the 
low point for the year to date. The loss in 
open market value for the month of July 
amounted to $375,000,000, a decline of--11.8 
per cent. based on a computation made by 
Monahan, Schapiro & Co., New York. 

As of the close of July, the composite 
yield stood at 4.98 per cent., as compared 
with 4.32 per cent. on June 26, 5.51 per 
cent. on June 2 and3.74 per cent. on Feb- 
ruary 21, the high point for 1931. 

Bank stocks are currently quoted at 1.23 
times their book value, as against 4.29 times 
their book value prior to the big break in 
1929, and 1.96 times their book value at the 
panic lows of November 13, 1929. 


WOMAN EXECUTIVE RESIGNS 


L. Maz Rawson, vice-president of the Sea- 
coast Trust Company, Asbury Park, N. J., 
has resigned. Miss Rawson had been con- 
nected with the bank since 1910 and was 
one of the better known woman bankers of 
the state. 


NATIONAL CITY COMPANY 
ELECTIONS 


At the organization meeting of the board 
of directors of the National City Company 
held recently, all executives of the company 
were re-elected with the exception of Ronald 

. Byrnes, who has retired as a vice-presi- 
dent of the company. In addition the fol- 
lowing executives were elected: Hendrik R. 
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Jolles, vice-president; Gordon M. Morier, 
resident vice-president, with headquarters in 
London, and Henry Mann, resident vice- 
president, with headquarters in Berlin. 


CONTRACTS FOR THE LARGEST 
TEAR GAS INSTALATION 


AFTER months of careful investigation, the 
Fidelity National Bank and Trust Co. of 
Kansas City, Mo., has just placed the largest 
single contract ever written for an electrical 
tear gas system of bank hold-up protection 
with the Diebold Safe & Lock Co. of Can- 
ton, Ohio. Hoit, Price & Barnes of Kansas 
City, Mo., are the architects. 

The Fidelity Bank has arranged for a tear 
gas instalation that completely protects all 
departments from hold-up attack, from the 
safe deposit lobby in the basement, the bond 
department on the first floor and the main 
banking room on the second floor. 


TWENTY-FIVE YEARS WITH 
CITIZENS BANK, LOS 
ANGELES 


FRANK R. ALvorD, vice-president and cashier 
of the Citizens National Trust & Savings 
Bank of Los Angeles, recently completed 
twenty-five years of service with that institu- 
tion. Mr. Alvord, who is today one of the 
best known members of the bank fraternity 
in Southern California, entered the old 
American National Bank in Los Angeles in 
1906 as a messenger. He was a bookkeeper 
when, three years later, the American was 
merged with the Citizens National Bank. 
He was made assistant teller in the new com- 
bined bank, and two years later teller. In 
1917 he was advanced to the position of 
assistant cashier, and shortly after that left 
to enlist with the 143rd Field Artillery, with 
which he spent a year of service in France. 
On his return he resumed his place in the 
bank, becoming cashier in 1924. To that 


COMPOSITE DOLLAR-INDEX FIGURES* 
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title was added that of vice-president in 
1929. Mr. Alvord has been active in the 
Los Angeles Chapter of the American In- 
stitute of Banking, of which he is a graduate, 
and which he has served in several official 
capacities, including that of president and 
delegate to a number of national conven- 
tions. He is today president of the Los 
Angeles School Savings Association, member 
of the advisory committee of the Los Angeles 
Clearing House Association, and member ot 
the banking practice committee of the Cali- 
fornia Bankers Association. 


ACQUIRES AGRICULTURAL SE- 
CURITIES CORPORATION 


ANNOUNCEMENT has been made of the pur’ 
chase: by the First Bank Stock Corporation 
of Minneapolis and St. Paul of a controlling 
interest in the Agricultural Securities Cor- 
poration, the holding company which owns 
the Agricultural Credit Corporation’ of Min- 
neapolis. Under terms of the arrangement 
just concluded, negotiations for which have 
been in progress for several months, the 
Agricultural Credit Corporation becomes an 
operating unit of the First Bank Stock Cor- 
poration and will carry on its loaning activi- 
ties to farmers in the northwest in close co- 
operation with the 112 banks and other fi- 
nancial institutions affliated with the First 


Bank Stock Corporation. 


N. W. HARRIS COMPANY OPENS 
IN NEW YORK 


THE N. W. Harris Company, Incorporated, 
has announced the opening of offices at 55 
Cedar street, New York. This company is 
part of the investment organization which 
was founded nearly half a century ago by 
N. W. Harris. It is affiliated with the 
Harris Trust and Savings Bank in Chicago. 

Until the security underwriting and dis- 
tributing organizations of the Chase Securi- 
ties Corporation and Harris, Forbes & Co. 
were consolidated on July 1, the bond busi- 
ness of the Harris Trust and Savings Bank 
was handled in the east by Harris, Forbes & 
Co. The Chase-Harris, Forbes consolidation 
thus provided the occasion for the re- 
entrance into eastern markets of the old 
Harris interests. The N. W. Harris Com- 
pany operated in the west with its own 
branches, as the branches of Harris, Forbes 
& Co. were all east of the Mississippi River. 


MINIMUM OF BALLYHOO 
“While we face the latter half of the 


year without much statistical encourage- 
ment, we may well be heartened by the 
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fact that at last toward the end of these 
two dreadful years there is a minimum 
of the harmful ballyhoo about ‘pros- 
perity around the corner,’ and general 
realization that prosperity will come 
when we have painfully completed de- 
flation by the payment of debts, the re- 
duction of costs and sober living.”— 
Evans Woollen, president, Fletcher Trust 
Company, Indianapolis. 


CANADIAN BANKERS’ SALARIES 
Tiss salaries received by bankers in 


junior positions may be small, but 

they are regular—an item that is 
worth considering at the present time— 
according to a country branch manager 
of the Royal Bank of Canada, Mont- 
real. In a recent issue of the Royal 
Bank Magazine, this banker says, “I 
know that all my colleagues will agree 
with me that we fellows who stuck to 
our job when times were good and 
many glittering offers of high salaries 
at other work were made, are now 
reaping the benefit of our loyalty, or 
whatever it was that kept us plugging 
away at ‘Daily Comparison of En- 
tries,’ almost daily onslaught of Super- 
visor’s Memorandums, and the constant 
fun of balances; to say nothing about 
‘Unprofitable Accounts,’ ‘Minor Profits’ 
and all other plots which are hatched 
up in Head Office to keep us from be- 
coming stale. 

“Now as a result of our having 
stuck we are enjoying a sense of se 
curity such as few other positions in 
Canada are able to offer, and while 
others are feeling the pinch of hard 
times and are obliged to curtail their 
expenses, we are in the twice happy 
position of receiving higher salaries 
than we received in some former years 
and in finding that many desired articles 
which a few years ago were beyond 
our reach have now come down to the 
level of our pocketbooks and 
are being envied by the very people 
who a few years a go spoke slightingly 
about ‘bankers’ salaries.’ ” 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THe Wortp Economic Crisis. 
Einzig. London: Macmillan 
Limited. (7s 6d.) 


A BOOK like this has been needed in order 
to afford an adequate picture of the existing 
depression, to account for its causes, and to 
show how, if possible, similar catastrophes 
may be avoided. It is fortunate that a 
volume of this character has been made avail- 
able at this time, and that it should have 
been prepared by one of such wide informa- 
tion as Dr. Einzig. All his statements are 
clear, his reasonings well-grounded, and_ his 
conclusions sound. Moreover, the book is 
readable, which is a quality too often lack- 
ing in works of a like character. 

The usual explanations oi the present de- 
pression are given; all are carefully analyzed 
and given their due weight. But the major 
cause of the depression—in the opinion of 
the reviewer—has been omitted altogether, 
and that is the Great War. Although there 
is a full and masterly analysis of the symp- 
toms produced by this appalling tragedy, the 
war itself is not included among the causes 
of the depression. However, the remedy 
which Dr. Einzig proposes to prevent panics, 
or at least to mitigate their severity, does by 
implication touch this phase of the subject. 
His remedy is greater co-operation all around. 


By Paul 
& Co., 


Truly, could this idea take hold of the pub- 
jic mind, we should have no more conflicts 
like that of 1914-1918. 

But to propose co-operation is much easier 
than to secure the adoption of this principle. 
This, however, does not impair the value of 


the remedy itself. That it is the right one— 
that no other will solve the problem—may 
be freely conceded, and it is a gratifying 
fact that an economist of international repu- 
tation has so strikingly presented the cure 
for it. 

Warning us of what is taking place in 
Russia, the author concludes in these words: 

“The world crisis left Soviet Russia prac- 
tically unaffected. Should we undergo a 
few more such crises, it would be a highly 
effective propaganda against the capitalist 
system. The rival economic interests which 
are reluctant to curtail their freedom of ac- 
tion for the sake of co-operation, should be 
made aware that their very existence is at 
stake. Nothing but the closest relations be- 
tween them, coupled with the co-operation 
of political powers to maintain internal and 
international peace, can maintain the su- 
Periority of our economic system which is the 
raison d'etre of our political system. In or- 
der to accelerate our progress and to pre- 
vent setbacks, individuals, groups and classes 
wil! have to consent to sacrifices which will 
be, however, rewarded in the long run by 
the results obtained. If we combine judi- 
ciously the advantages of co-operation with 


those of individual initiative, there is no rea- 
son to fear that a system where individual 
initiative is eliminated can ever win the vic- 
tory over us. 

To all who wish a clear understanding of 
the present world depression and to gain an 
insight into practicable means for recovering 
from it and for making like disasters less 
possible in the future, this volume is highly 
commended. 


Stock GrowTH AND Discount TABLEs. 
By Samuel Eliot Guild. Boston: Finan- 
cial Publishing Company. $25. 


Mr. Gultp has evidently spent a great deal 
of time in an effort to develop scientific meth- 
ods for determining the present value of 
common stocks, based upon estimates of 
future earning power, future dividends and 
future appreciation in market value. In this 
book he starts with the assumption, with 
which we can find no fault, that the soundest 
method of evaluation should primarily be 
based upon the present value of future re- 
turns. In his tables he endeavors to provide 
a means of establishing the present theoretical 
value of future returns in the same manner 
that the familiar bond discount tables in- 
dicate yields to maturity. 

Provided one has satisfied himself as to 
the probable rate of earnings on invested 
capital of any corporation over a future 
period, and has likewise satisfied himself as 
to the probable average proportion of an- 
nual earnings which will be paid out as divi- 
dends, it is a simple matter to estimate the 
probable future yield at any date, on any 
given market price. In order to determine 
the present value of this future yield, or 
what Mr. Guild terms “The Equivalent Yield 
on a Stock,” it is only necessary to apply 
the current discount rate to future probable 
dividends over the period under considera- 
tion. Mr. Guild's tables of equivalent yields 
simplify the determination of this factor by 
eliminating the necessity for mathematical 
computations. 

There is one more important step which 
Mr. Guild has taken into consideration as a 
factor in the determination of total return. 
Obviously such profits as may be taken 
through the sale of a stock after it has ap- 
preciated to higher levels will add to the 
average annual return for the period over 
which the stock was held. This book con- 
tains tables for the “Equivalent Total Re- 
turn” which include a consideration of fu- 
ture dividends and of future market price, 
such market price being based upon the 
investor's estimate as to the probable times 
earnings ratio which may be expected to 
obtain at any given future date. There are 
a number of ways in which this table may be 
applied to advantage. Estimating or assum- 
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ing all other factors involved it is possible 
through the use of these tables to determine 
the probable average annual yield on current 
market price of a stock held for a definite 
period. On the other hand, assuming an 
indefinite continuation of estimated earnings 
trend, it is possible with these tables to de- 
termine how long an individual stock must 
be held in order to secure a definite average 
annual yield on the original cost price. Again, 
assuming all other factors, it is possible to 
determine what price could be paid for a 
stock today in order to secure a desired aver- 
age annual return over a definite period of 
years. 

As Mr. Guild states in his foreword, “any 
value which these tables may possess lies in 
the fact that they will immediately combine 
with mathematical accuracy the various fac- 
tors entering into each problem to give a 
complete picture of the final result obtained 
upon the basis of each investor's estimates 
of the future. In short, the use of 
these tables wil! enable the investor, with a 
minimum amount of effort on his part, to see 
the picture which he is attempting to paint 
himself; but he must remember that however 
accurately it represents his ideas, it can do no 
more than reflect those ideas back to him in 
their proper perspective.” 

It is obvious that in the hands of the aver- 
age investor the value of these tables will be 
questionable. Every figure used in the ap- 
plication of the tables must essentially be 
based purely upon estimates of future earn- 
ings, future dividends and future times earn- 
ings ratios. The investment analyst who is 
clever enough, or lucky enough, accurately 
to forecast these various facts will find the 
tables invaluable in enabling him to combine 
these separate figures into a single, under- 
standable picture. On the other hand, it 
must be remembered that slight inaccuracies 
in original estimates, if carried through com- 
plicated mathematical computations, may be 
exaggerated so as to give a highly distorted 
result. 

It seems clear, however, that in competent 
hands Mr. Guild's tables should prove dis- 
tinctly valuable as a means of checking esti- 
mates and forecasts reached through other 
processes of reasoning. The application of 
his theories to a number of different stocks 
offers a means of estimating their relative at- 
traction at existing market prices. Of per- 
haps greater value will be the application of 
his tables to determine the probable average 
total annual return over a period of years as 
compared with the yield to maturity of bonds. 
Such an application of his theories should 
tend to warn the investor against common 
stocks during periods of abnormal inflation, 
when the use of these tables would unques- 
tionably show that, even under the most opti- 
mistic estimates of earnings trends, common 
stocks could not yield a total equivalent re- 
turn on market price which would compare 
at all favorably with high grade bond yields. 
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On the other hand, the use of these tables 
during times of abnormal depression would 
lend added courage to the common stock in- 
vestor, through indicating that even on the 
most conservative estimates of future earn- 
ings growth, many stocks offer such attractive 
possibilities of total annual average return as 
to represent attractive purchases regardless of 
uncertain immediate market prospects. 

One more word regarding these tables is 
perhaps advisable. Their application in an 
effort to determine relative or absolute value 
must be regarded only as a check on other 
methods of analysis and forecast. Industrial 
conditions are subject to change, and cor- 
poration managements which for many years 
have maintained a steady trend of progress 
cannot be counted upon to continue perma- 
nently in control. Any estimates based upon 
expectations over a long future period must, 
therefore, be regarded primarily as theoretical, 
and too much emphasis placed upon the re- 
sults of such theoretical reasoning may lead 
to serious error. After all, it is very dan- 
gerous to try to forecast corporate earnings 
and stock values more than a year or two 
ahead. Positive arguments in favor of stock 
purchases can better be based upon near and 
middle term prospects than on a computa’ 
tion involving estimated long term trends. 
The greatest usefulness of these tables, there- 
fore, will probably lie in their ability to act 
as a danger signal by indicating the practical 


impossibility of the over-optimistic concep: 
tions which almost every investor is at times 


inclined to form. REDINGTON FIsKE, JR. 


Copy TECHNIQUE IN ADVERTISING. By R. 
W. Surrey. New York: McGraw-Hill. $4. 


WHILE written for the general advertising 
field, this book should be of interest to men 
in the financial advertising field, as well. It 
is in two parts, the first presenting the re- 
sults of the author's original research into 
the numerous sources of copy ideas and 
consisting of a tabulation of these sources, 
and the second being a series of essays on 
the construction of copy. The author has 
also written a book on Layout Technique 
in Advertising. 


ENGLISH, FRENCH AND GERMAN BANKING 
Terms. Compiled by Herbert Scott. 
London: Effingham Wilson. New York: 
Bankers Publishing Company. $4. 


SINCE it was first published, in 1925, this 
reference manual has been steadily and 
widely used. In its third edition, pub: 
lished this year, the author has embodied 
additions to the text and has corrected the 
previous editions. 

The book makes no claim to being ex’ 
haustive, and is intended to assist those 
with a knowledge of either English, French 
or German in dealing with major difficul- 
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ties. To this end it includes principally the 
less obvious phrases and definitions. 

The subject matter has been arranged 
alphabetically, under key words. For in- 
stance, under the word “cancellations” are 
found cancellations of credits, of checks 
and of drafts, with the correct expressions 
for referring to each of these in each of 
the three languages. A system of indexing 
and cross-indexing makes possible rapid ref- 
erence in any of the three languages. 

In many cases complete sentences are given 
and amounts may be changed to suit the 
individual case. In others, words and phrases 
only are needed to make clear the meaning. 

The arrangement of the book, with the 
three languages in three parallel columns on 
the same page, is particularly useful. 


Cuatn, Group AND BRANCH BANKING. By 
Virgil Willit. New York: H. W. Wilson 
Company. $2.40. 


STATEMENTS of well known bankers and 
economists on the subject of multiple banking 
have been compiled into this volume, the 
author of which is an assistant professor in 
the department of economics at Ohio State 
University. Both sides of the question are 
presented. 

At the beginning of the book are fifty-nine 
pages devoted to a brief on the subject of 
multiple vs. unit banking, in which is given 
a summary of the arguments both for and 
against multiple banking. A_ bibliography 
follows the brief, and then are given the state- 
ments from the writings of authorities on 
both sides of the question. Among the men 
quoted are John W. Pole, Comptroller of the 
Currency; Dr. Benjamin M. Anderson, Jr., 
economist of the Chase National Bank of 
New York; R. S. Hecht, president of the 
Hibernia Bank and Trust Company, New 
Orleans; Roy A. Young, former governor of 
the Federal Reserve Board; A. P. Giannini, 
founder of the Bank of America of California; 
and Craig B. Hazlewood, vice-president of 
the First National Bank of Chicago. 


BANKING THEORY AND PRACTICE. 
Harr and W. Carlton Harris. 
McGraw-Hill. $5. 


Boru the theory and the practice of banking 
are thoroughly discussed, and in an inter- 
related manner, in this book, written by two 
assistant professors of finance in the Wharton 
School at the University of Pennsylvania. 
Some books, they say, take up only the theory 
of banking; others only the practical side. 
This book aims to correlate the two and to 
include important phases of modern banking 
activity which are often entirely ignored or 
dismissed with a few words. The book is 
thus suitable as a practical handbook for 
bankers, economists and business men, as well 
as a textbook for students. 

It includes more than 500 pages of text 


By Luther 
New York: 
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and subjects such as the economic place of 
banks in the business world, banking incor- 
poration, stockholders, directors, the bank 
statement, loans and discounts, credit analysis, 
branch and chain banking, the various bank 
departments, the Federal Reserve System, etc. 
In the appendix is a digest of certain provi- 
sions of state laws relating to requirements of 
banks and trust companies. 


NATIONAL AND StaTE BANKs—A Study of 
Their Origins. By L. C. Helderman. Cam- 
bridge, Mass.: Houghton Mifflin. $2.50. 


In this volume, which won second prize in 
the 1929 Hart, Schaffner & Marx competition 
for essays on commercial and economic sub- 
jects, the author examines the principle bank- 
ing systems of the American states for the 
quarter-century following the panic of 1837. 
He includes such subjects as the Free-bank 
systems of Massachusetts and New York, the 
origin and growth of clearing-houses, the 
wild-cat banks of Michigan and the land 
banks of the South. : 

He gives a brief synopsis of the contents of 
the volume in his preface: 

“Secretary Chase, in recommending the 
National Banking System, said that his pro- 
posal was not an ‘untried theory,’ but that 
it was based on practical experience. This 
volume covers, in the main, the experience 
which Chase had in mind. Chapter I deals 
with the panic of 1837 in its international 
aspect; Chapters II-V are devoted to the 
experience of selected states; Chapter VI con- 
siders the problem of the immediate origins 
of the National Banking System during the 
Civil War; Chapter VII is a summary of the 
origins of technical principles; and Chapter 
VIII considers some of the later influence of 
early state experience. Some data will doubt- 
less appear as having little direct bearing on 
the National System and at points to go be- 
yond it to later American financial history. 
The National System, however, is the main 
objective and will be seen to emerge from 
the experience covered.” 


BOOKS RECEIVED 


THe Law RELATING TO BANKING AND For: 
EIGN ExcHANGE (English). By L. Le M. 
Minty. New York: Pitman. $8.50. 


HanpBook OF New York City Banks. 
Edited by F. Edmonds Tyng, Jr. New 
York: Overseas Statistics, Inc. $2.50. 


APPLIED ACCOUNTING 
Emmet Reid Sanford. 
well. $4.50. 


PRINCIPLES. By 
New York: Cro- 


THe Work oF A BANK (English). By 


H. T. Easton. Revised and rewritten by 
Herbert G. Hodder. Fifth Edition. New 
York: Bankers Publishing Company. $2.50. 
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A Nationa Po.icy: An Account of the 
Emergency Program Advanced by Sir 
Oswald Mosley. New York: Macmil- 
lan. 25c. 


GREAT 
Lon- 


Economic SITUATION OF 
By Sir Walter T. Layton. 
2s, 6d. 


THE 
BRITAIN. 
don: London General Press. 


BANK CREDITS AND ACCEPTANCES. By Wil- 
bert Ward. New York: Ronald Press. 
$3.50. 


Business Lire INsurRANCE Trusts. By 
C. Alison Scully and Franklin W. Ganse. 
New York: Appleton. $2.50. 


BusinEss. By 
New York: 


MopERN 
Hepner. 
$5.00. 


PsYCHOLOGY IN 
Harry Walker 
Prentice-Hall. 


THE FEDERAL FUND MarkKET. 
C. Turner. New York: 
$1.25. 


By Bernice 
Prentice-Hall. 


CorPoRATION Finance. By Edward Sher- 
wood Mead. Sixth Edition, Revised and 
Enlarged. New York: Appleton. $4.00. 


RuraL BANKING REFoRM. By Charles Wal- 
lace Collins. New York: Macmillan. $2.00. 


THe Enp oF Reparations. By Hjalmar 
Schacht. Translated by Lewis Gannett. 
New York: Cape & Smith. $3.00. 


THE PROBLEM 
Paul H. Douglas and 
New York: Macmillan. 


OF UNEMPLOYMENT. By 


Aaron Director. 


$3.50. 


WITH Common STOCKS. 
New York: Wetsel 
$3.00. 


LooxiInc AHEAD 
By Pierre R. Bretey. 
Market Bureau, Inc. 


CaRIBBEAN BACKGROUNDS AND PROSPECTS. 
By Chester Lloyd Jones. New York: Ap- 
pleton. $4.00. 


CoMMERCIAL BANK MANAGEMENT. _ Issued 
by the Bank Management Commission of 
the American Bankers Association, New 
York. 25c. . 


CoMPARABLE MEASURES OF QUALITY FOR 
Pusuic Utitity Bonps Consiperep LEGAL 
INVESTMENTS IN THE STATE OF NEW 
Yorx. Issued by Wood, Struthers & Co., 
New York. 
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Ix Crepiro CoNFERMATO DI Banca. By’ ® 
Carlo Foleo. Rome: Athenaeum. 


SECOND REPORT ON. PROGRESS IN Man- 
CHURIA. Issued by the South Manchuria 
Railway, Dairen, Manchuria. 


Pusiic Depts AND State Succession. By 
Ernst H. Feilchenfeld. New York: Mac: 
millan. $10.00. 


PREVENTING WASTE PAPER 
LOSSES 


“I THREW it in the waste basket.” This wail 
to most people means that the object spoken 
of is gone—irretrievably. Not so to the 
banker. In the large New York City banks, 
at least, objects deposited in waste paper bas- 
kets may be more difficult to find than those 


placed in safe deposit boxes, but they are , | 


safe and well-guarded. 

These banks have learned through years of 
experience that people often drop things into 
the waste paper baskets by mistake, and 
guard against such errors. When the bas 
kets are emptied at the close of the banking 
day the contents of each are sorted by watch- 
men especially employed for the purpose. At 
the Chase National Bank several thousand 
waste paper baskets are collected and sorted 
nightly. The same thing is done at the Na- 
tional City Bank, the Central Hanover Bank 
and Trust Company, the Chatham Phenix 
National Bank and Trust Company, etc. 

Missing bank books, check books, vouchers 
and securities are found, as well as jewelry 
and other personal belongings. The articles 
are turned over by the watchmen to bank 
employes who return them to their owners, 
or hold them to be called for. In the coupon 
collection departments, special precautions 
are taken in some of the banks, and the bas- 
kets of waste paper are re-examined by de- 
partment employes after their first sorting 
by the watchmen. 

Even after this examination, no chances 
are taken. Each day's waste paper, sorted, 
is placed in large burlap bags, on which are 
noted the date on which the paper was re- 
moved from the bank, the number of the 
floor from which it was taken, and the sorter. 
The bags are stored for a period of a week 
or thereabouts so that if necessary the paper 
may be sorted again in a search for some 
missing article. After this period the waste 
paper is sold. 








